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Editorial Section. 











REAPPEARANCE OF AN OLD FRIEND. 
Assemblyman Cuvillier has introduced in the 
Assembly at Albany the following bill: 


AN ACT 
To prohibit the making or publishing of false or exag- 

gerated statements or publications of or concerning 
the affairs, pecuniary conditions or property of any 
corporation, joint stock association, copartnership or 
individual, which said statements or ‘publications are 
intended to give, or shall have a tendency to give, a 
less or greater apparent value to the shares, bonds or 
property, or part thereof, of said corporation, joint 
stock association, copartnership or individual, than 
the said shares, bonds or property shall really and in 
fact possess, and providing a penalty therefore. 

The People of the State of New York, represented in 

Senate and Assembly, do enact as follows: 

Section 1. Any person who knowingly makes or pub- 
lishes in any way whatever, or permits to be made or 
published any book, prospectus, notice, report, state- 
ment, exhibit or other publication of or concerning the 
affairs, financial condition or property of any corpora- 
tion, joint stock association, copartnership or individual, 
which said book, prospectus, notice, report, statement, 
exhibit or other publication, shall contain any statement 
which is false or wilfully exaggerated, or which is in- 


‘.tended to give, or which shall have a tendency to give, a 


less or greater apparent value to the shares, bonds or 


‘property of said corporation, joint stock association, co- 


partnership or individual, or any part of said shares, 
bonds or property, than said shares, bonds or property 
or any part thereof, shall really and in fact possess, 
shall be deemed guilty of felony, and upon conviction 





thereof, shall be imprisoned in the State prison for not 
more than ten years, or fined not more than ten thousand 
dollars, or shall suffer boh said fine and imprisonment. 

Section 2. All acts and parts of acts in conflict with 
this act are hereby repealed. 

Section 3. This act shall take effect immediately. 

The bill is not entitled to serious consideration, 
but it is interesting as indicating the persistence 
with which legislation of this type has been urged 
for some years past. Mr. Cuvillier, in a letter to 
us, states that the bill is his idea, that it was not 
introduced at the request of any person or interest; 
and from its title the impression would be obtained 
that its object is to suppress the publication of mis- 
leading prospectuses by corporations seeking to 
sell their stock or other securities to the public. 
If this is the real object of the bill, however, why 
does it apply to publications or reports which 
would have a tendency to give a less value to the 
securities of any corporation and not merely a 
greater value than the facts warrant? Upon the 
rather violent assumption that the bill, if passed, 
would be signed by the Governor, and the still 
more violent assumption that it is constitutional, it 
would mean that a perfectly true statement, made, 
for instance, by us, regarding an insurance insti- 
tution which would have a tendency to depreciate, 
for the purpose of sale in the open market, the 
stock of such a concern, would subject the officer 
of this company responsible for it to a fine of 
$10,000, imprisonment for ten years, or both. It 
is impossible to read any other meaning into this 


bill. 

At several recent sessions of the Legislature, 
bills similar to this one have been introduced, and 
about three or four years ago a bill was introduced 
requiring agencies reporting upon fire insurance 
companies to deposit the sum of $200,000 in cash 
with the New York Insurance Department, and to 
obtain a license therefrom before transacting any 
business. No mention was made of life compa- 
nies, which is rather significant, as this bill was 
introduced before we began publishing life re- 
ports. A “secret” meeting of “insurance journal- 
ists’ of this city was held at the time at the office 
of a publishing house which has the most active 
and pressing financial reasons for desiring to see 
us out of business. At this meeting—which by 
some oversight we were not invited to attend— 
the able and honorable gentlemen present agreed 
with the man primarily responsible for the bill to 
give it their support, provided a clause was in- 
Serted by amendment that it should not apply to 
any institution ten years in business—this company 


being at the time eight years old. It was stated 
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openly at the meeting that the bill was aimed 
at us, because we had published certain true state- 
ments showing the irresponsibility of a group of 
“wild-cat” insurance concerns operated by people 
with whom the introducer of the bill was friendly. 
ne of the able “journalists” present at the meet- 
ing outshone the others by actually writing letters 
admitting his connection with and the interest of 
his concern in the conspiracy. We have samples 
of those letters locked up in our safe, along with 
a good deal of other interesting data—too interest- 
ing to be left in our ordinary files, even though 
they are of steel and locked at night. 





That bill and others of a type more or less simi- 
lar to the one now under review were all killed. 





UNSOUND FINANCIAL METHODS. 

Throughout the South there has been exhibited 
a tendency during recent years on the part of the 
managers of numerous insurance companies, both 
life and fire, to manipulate their finances in a man- 
ner not always favorable to the public or to the 
stockholders of the companies themselves. Con 
servative business men thoroughly condemn such 
practices, which cannot fail to create distrust and 
instability. It is much better to proceed slowly 
and conservatively in the organization and opera- 
tion of new companies than to secure a deceptive 
growth of assets at the sacrifice of sound business 
methods. This is an era of publicity, and no in- 
surance company seeking the support of the pub- 
lic can long conceal improper acts of its directors. 
Discovery of such actions is inevitably reflected in 
a loss of prestige, if, indeed, no more serious re- 
sults follow. It seems to us time for everyone 
who desires the ultimate success of the numerous 
Southern companies formed in the last few years 
to sound a note of warning, for in many quarters 
it would appear that the wish to “make a show- 
ing” has run away with the judgment of the peo- 
ple in control of such institutions, which, properly 
managed, might become permanent and _ useful 
factors in their business world. 

A few specific facts will, we think, serve to il- 
lustrate both the justice and the timeliness of this 
criticism. We have in mind an insurance com- 
pany certain of whose officers and directors were 
largely interested in a bank and in a manufactur- 
ing concern, all located in the same State. The 
manufacturing concern owed nearly $200,000 to 
the bank and could not pay; the bank needed the 
money desperately ; the insurance company, legiti- 
mately organized, had in its treasury a large vol- 
ume of first-class securities, purchased from the 
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proceeds of the original payments of its stock- 
holders, and it sold a very large block of these 
first-class assets and bought a correspondingly 
large block of bonds issued by the manufacturing 
concern, which, in turn, used the proceeds of this 
sale to reduce its indebtedness to the bank. Noth- 
ing, however, could long defer the failure which is 
the inevitable result of such bad business man- 
agement. The manufacturing concern and the 
bank are now in the hands of receivers. The in- 
surance company will—barring any unforseen ac- 
cidents—get back the money paid out for the 
bonds, but they could not be sold now, save at a 
ruinous sacrifice, if money should be imperatively 
needed. The group of men in control of these 
three enterprises no doubt justified their action 
to themselves by reflecting that they acted with 


what we might term “statutory honesty.” Moral- 
ly, however, they have betrayed the trust 
of the depositors and policyholders to whom 


they appealed for support, and who, assuming their 
honesty, confided their interests to the care of the 
bank and insurance company. 

Another illustration : It was proposed to or- 
ganize an insurance company in a Southern State, 
but, instead of selling its stock directly to the pub- 
lic, a “holding company” was formed. Its stock 
was sold, the plan being that when it had in its 
treasury enough cash to do so it would organize 
the insurance company and own its stock. Such 
a plan has absolutely no merits, from the point of 
view of the investor, and, on the contrary, many 
vital defects. One of the most important is the 
possibility of concealing extravagance in organiza- 
tion expenses. Three prominent men lent their 
names to the promotion of this scheme. They ap- 
parently fulfilled the letter of their obligations to 
the persons who purchased stock, but there they 
stopped, and permitted the active promoters of 
the scheme to put through a contract in connec- 
tion with which commissions were paid which 
were grossly excessive in proportion to the ser- 
vices rendered. Great sums of money had been 
expended by the “holding company” in selling its 
stock to begin with; in addition, under the con- 
tract later made with another concern, a commis- 
sion was paid which gave the intermediaries near- 
ly 40 per cent. of the actual gross cash changing 
hands! 

We might stop here and maintain that we have 
proved our case, but we have some information 
regarding this deal which has not become public 
property, and which reveals a point of view, and 
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standard of business ethics that to us are nothing 
short of astounding. It was provided that stock 
worth intrinsically about $100 per share should be 
sold at not less than $200 per share to a confiding 
public. Of this gross price $60 was to be paid as 
a selling commission. It was further provided 
that the stock might be sold at the discretion of 
the promoter for any price in excess of $200 per 
share which it was possible for him to extract from 
the purchasers; and that 50 per cent. of all that 
was realized in excess of $200 per share should be- 
come his property. He planned to sell a targe 
block of this stock to certain persons identified 
directly or indirectly with a considerable number 
of small banking institutions. These persons were 
to pay $400 per share for the stock, netting the 
promoter $160 per share commission, and leaving 
only $240 for the treasury of the company. This 
stock was then to be turned over to the chain of 
banks at $600 per share, netting the second inter- 
mediaries $200 per share profit. Presumably the 
banks would then unload on their depositors at a 
still higher price. Thus, stock sold to the public 
at a price not less than $600 per share would net 
the company issuing it only $240 per share while 


the “intermediaries” got $360! And the other out- 


standing stock of that company was then worth not 





more than $100 per share. 

No doubt all the people involved in this scheme 
were able to justify it to themselves. Perhaps 
they looked upon it as a simple, cold, business 
proposition, from which they were entitled to make 
all they could, without regard for the “other fel- 
low”; but it does not look pretty and it does not 
look honest when set down in type. It is time for 
the general public to wake up and stop buying 
“gold bricks” simply because they are engraved 
with the name of some “prominent citizen,” and 
we venture the assertion that money obtained 
through the betrayal of the confidence of investors 
in such a manner will in the long run result in loss 
and discredit to all those temporarily benefitted. 
There is a law of compensation in business, which 
ultimately works as irrevocably as the law of com- 
pensation in nature, though sometimes its pro- 
cesses are slow. 





COMMENTS UPON OUR SERVICE. 


From Rollin J. Fry, general agent at St. Paul, Minn., 
for the Equitable Life Insurance Company of Iowa: 

“Your publications and Flitcraft’s are the only ones 
that I subscribe for. I have no use for the many black- 
mailing sheets and subsidized papers.” 
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COMMENTS ON OUR SERVICE.—(Cont’d.) 
From Wm. L. King, general agent, at Williamsport, 
Pa., for the Mutual Benefit Life Insurance Company of 


Newark, N. J.: 


“IT have been a subscriber to your publications for 
several years and find them very valuable.” 


From Thomas E. Drake, superintendent of Insurance, 
Washington, D. C.: 


“I depend a great deal upon your reports and the in- 


formation received through your company, and wish to 
| do my share towards making your reports complete.” 








Reports Upon Companies and Associations. 





AMERICAN GUARANTY COMPANY,| Royce, treasurer; E. E. Marshall, secre- | Gain from increase in value of 


CHICAGO, ILL. 
Receiver Appointed. 


This company has_ been 


operating 


since 1892, and was organized under the | 


laws of West Virginia. It was not an 
insurance company, although much of 
its business was carried on with insur- 
ance companies, and it issued invest- 
ment bonds to holders of insurance poli- 
cies, which in the event of the death of 
the holder of said policy, called for the 
payment to the heirs of the amount 
which was paid to this company during 
the policyholder’s lifetime. The Attorney 
General of Minnesota, in an _ opinion 
which he rendered November 24, 1906, 
stated, “‘The contract in question is not 
one of insurance.’’ The Minnesota In- 
surance Department advised us under 
date of December 17, 1906: “It appears 
to me from an examination of the cer- 
tificate that this company is issuing an 
endowment certain, that is, an endow- 
ment not contingent on the cessation of 
life, and therefore not subject to our in- 
surance laws.” 

E. A. Potter, president of the Ameri- 
ean Trust and Savings Bank, was ap- 
pointed receiver for the company, Feb- 
ruary 3, 1909. Press notices state that 
many complications arise in the settle- 
ment of the affairs of this company, 
among which is on organization of a 
contract holders’ protective company. It 
is stated that it will take several months 
to arrive at any accurate estimate as to 
the assets and liabilities of the company. 
Press notices further state that the re- 
ceiver is confronted with the possibility 
that the company’s trust fund—hardly 
more than $550,000—is not sufficient to 
cover the guarantee included in its var- 
fous investment contracts. These out- 
standing contracts amount to over $15,- 
000,000. Many of the contracts call for 
75 per cent. of their face value, which 
is supposed to be paid out of the trust 
fund. 


BANK SAVINGS NATIONAL LIFE IN- 
SURANCE COMPANY, TOPEKA, 
KAS. 

This company was incorporated under 
the laws of Kansas in October, 1908, and 
began business January 5, 1909. Under 
date of February 25, 1909, it advised us 
that its authorized capital is $1,000,000, 
or which $150,000 has been paid in in 
cash, together with a paid-in surplus of 
$34,500. 


It will transact all classes of non-par- | 


ticipating life insurance, maintaining its 
reserve on the 3% per cent basis. 

The officers are: D. W. Mulvane, 
president; A. D. Walker, vice-president; 
H. 


tary; G. J. Mulvane, medical director; | 
Charles Blood Smith, councilor. 


The incorporators are: Mcllvee, J. L.; 
Mulvane, Joab; Mulvane, D. W.; Merrill, 
E. N.; Winants, W. H.; Wadsworth, P. C. 

We are advised that the directors and 
stockholders are well known Kansas busi- 
ness men; that most of them have a 
first class financial rating; that many of 
them are men of large business inter- 
ests and several are men of large 
wealth. Charles Blood Smith and 
D. W. Mulvane are prominent attorneys 
of Kansas, and D. W. Mulvane is the 
Republican National Committeeman from 
Kansas. 

We have received no further informa- 
tion regarding the company, nor have we 
received any sample copies of its policy 
forms. 


CITIZENS LIFE 


INSURANCE COM- 


PANY, LOUISVILLE, KY. 

We printed a long and important arti- 
cle concerning this company in our 
January issue, pages 36 to 38, inclusive, 
and in it we referred to the fact that an 
examination of the company by the Ken- 
tucky department has been in progress 
for some time. We have been unable, 
however, to secure a copy of the report 
of this examination, which it is rumored, 
criticises the company on numerous 
points, and has not been made public 
because the company has filed objec- 
tions to it, alleging inaccuracies. The 
insurance department promises to fur- 
nish us a copy as soon as it can do so. 
The company claims that the report will 
show it in a thoroughly solvent condition. 

The company is now being examined 
by S. H. Wolfe for the Alabama Insur- 
ance Department. 





COLONIAL LIFE INSURANCE COM- 
PANY OF AMERICA, JERSEY CITY, 
N. J. 





Extracts From Statement for Year End- 
ing December 31, 1908. 

Total admitted assets........ $1,153,863.66 

Net reserve 868,800.00 

Capital paid im... .ccccccccccce 

Surplus over capital and all 


Cther TAREIIES ccccccccvcces 15,944.38 
Premium income: 

Ordinary 

New. Renewal. 

KS cavavncwuaaeeed $32,701.25 $121,404.00 

De aveawoksvaads 32,876.41 116,175.07 
Industrial 

New. Renewal. 

EEE. sencewsrewaae $102,687.00 $482,730.40 

11907) ...eeececeece 118,289.65 444,212.62 


M. Leonard, general manager; J. Q. Gain on surrenders and lapses.. 


Summary of Gain and Loss Exhibit. 
Gain on mortality eeeee $16,551.60 


45,648.40 


real estate held prior to 1908.. 10,000.00 
Contributed by stockholders.... 70,000.00 

TD GN Rsoacacica Cucaentaton $142,200.00 
ee err $121,000.61 
Loss on annuities ............. 5,982.00 
Loss by payment or credit of 

dividends to policyholders.... 7,191.96 
Loss from decrease in value of 

other investments held prior 

eae a eee 1,859.09 
Loss from all other sources.... 2,937.60 

Ne SE, 6 ke ciceaceeuwese $138,971.26 
Net increase in surplus........ 3,228.74 


*Cost of New Ordinary Business. 
First year premiums........... $36,046.50 


First year commissions ........ 10,428.01 
Per cent. of first premiums.... 26.240 
Total first year expenses re- 

Set ere er ea oe 16,845.01 
Per cent. of first year premiums 46.7% 
First year loading............. 4,996.94 
First year mortality salvages.. 13,616.07 

Sum of both items........... $18,613.01 
Ratio of total first year expenses 

00 GROVO TOs ..o 6c cccccces 90.5% 


*As per “Schedule Q.”’ 

Valuation: Net level prem., $3,014,757; 
modified net, $1,761,382. Excess over New 
York minimum standard, $4,985. 





COMMERCIAL LIFE INSURANCE 
COMPANY, CHICAGO, ILL. 

At a meeting of the stockholders of 
this company held January 18, 1909, this 
company’s authorized capital was re- 
duced from $1,000,000 to $250,000. The 
present paid in capital of this com- 
pany is stated to be slightly in excess 
of $106,000. 


DES MOINES LIFE INSURANCE COM- 
PANY, DES MOINES, IA. 





Extracts From Statement for Year End- 
ing December 31, 1908. 
Total admitted assets....... $2,531,403.27 


eG SD wakesecnca0e4%-s3s 2,052,908.00 
Capital pald IM ..vcscsseseee 100,000.00 
Surplus over capital and all 

other liabilities ...... 4 20,734.83 
Premium income: 

New. Renewal. 
eames aye.” $199,666.38 $639,791.79 
BOGe . cneeceheenean 189,228.73 623,254.08 

Summary of Gain and Loss Exhibit. 
Gain from excess interest...... $29,604.32 
Gain on mortality ........... - 122,959.89 
Gain on surrenders and lapses.. 6,176.09 


Gain from assets not admitted 2,106.87 





POON GIG oss ccccee eee «$160,847.17 








— 
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Loss on loading.......... ange aa 318,999.59 | Ratio of total first year ex- 
Loss by payment or credit of penses to above item ....... 179.4% 
dividends to policyholders.... 48,208.69 Valuation: Net level premium. 


Loss by payment or credit of 


dividends to stockholders.... 3,000.00 |GERMAN MUTUAL LIFE INSURANCE | 


Loss from increase in special | COMPANY, ST. LOUIS, MO. 
funds and special reserves.... 1,154.34 | 


Decrease on account of accrued | Extract from Statement for Year End- | 




















NE wcaatcete cs eaters - 4,942.00 | ing December 31, 1908. | 
Extra reserves to provide for | Total admitted assets wee e ee $641,450.05 | 
deficiency in net premiums on | Net reserve ....cccecsees seeeees 486,636.00 
old assessments policies, and Surplus over capital and all | 
unaccounted fOF ...cccccccce 63,867.72 | other liabilities .......... «+++ 138,447.80 | 
—_———_—— | Premium income: 
WO BS ociisseideciacs $140,112.34 | New. Renewal. | 
Net increase in surplus ....... pe A rrr $10,145.18 $56,028.29 | 
Cost of New Business. MOON! in ieewsitenc tenes 10,454.10 55,310.36 | 
First year premiums.......... $199,666.38 | Summary of Gain and Loss Exhibit. | 
First year commissions ...... 154,238.65 Gain from excess interest...... $10,063.02 | 
Per cent. of first premiums.... 17.2% | Gain on mortality ............. 13,206.10 | 
Total first year expenses re- |Gain on surrenders and lapses 1,413.30 | 
DOCU cic cavdensncguceeawnne 177,893.91 | Gain from assets not admitted 580.77 | 
Per cent. of first year premiums 89% | Gain from all other sources.... 475.57 | 
Gain unaccounted for .......... 58.38 | 
Wiset FORO WOOGIE. ooo iccevcccs 178,027.00 —-— —— | 
First year mortality salvages. 17,800.00 0 ree ee «++ $25,797.14 | 
———- | Loss on loading ................ $10,593.85 | 
Sum of both items............ $195,827.00 | Loss by payment or credit of 
Ratio of total first year expenses dividends to policyholders.... 10,823.04 
OP WS FR ks cacsccscecs 90.8% <a | 
Valuation: Prior to Jan. 1, 1908, full WO CONE bis cdswsersececes $21,416.89 | 
preliminary; since, modified preliminary. | Net increase in surplus ....... - 4,380.25 
Cost of New Business. 
First year premiums.......... $10,145.18 
EQUITABLE LIFE INSURANCE COM-| First year commissions ........ 6,377.35 
PANY, DES MOINES, IA. Per cent. of first year premiums 53% 
Total first year expenses re- 
Extracts from Statement for Year End- DENIER. «sicarsaavanear tensive 10,588.27 
ing December 31, 1908. Per cent. of first year premiums 104.3% 
Total admitted assets....... $7,672,174.46 
SOR GOI. ais cnc cshsieccens 6,399,519.17 | First year loading ............. 1,871.00 
a ee ere 300,000.00 | First year mortality salvages.. 1,531.00 
Surplus over capital and all -__ 
other liabilities ............ 569,871.68 Sum of both items........... $3,402.00 
Premium income: Ratio of total first year expenses 
New. Renewal. CO Shove MOM ...ccccccccsce 298% 
WOR xiexecieaccecsae $204,348 $1,031,281 Valuation: Net level premium. 
SE sisvctincksieeess 186,408 915,620 —————— 
Summary of Gain and Loss Exhibit. GREAT AMERICAN LIFE INSURANCE 
Cit Ci DEE os Sdkseescccace . $9,642.47 COMPANY, ST. LOUIS, MO. 
Gain from excess interest..... - 106,515.62 
Gain on mortality ....... eoeees 202,026.16 In our issue of November 30, 1908, pages 
Gein on surrenders and lapses. 33,136.59 |3 and 4, we printed a preliminary report 
Gain on sales during 1908 of upon this company, in the concluding 
real estate and other invest- paragraph of which we referred to cer- 
ments owned December 31, tain reports which had reached us re- 
WOU <kacwessscseesaaeens pages 1,952.50 | garding its methods in connection with 
————— | notes taken from subscribers to its capi- 
Total Gains ...... cmbeekwokee $352,273.34 | tal stock. We took this matter up with 


Loss by payment or credit of 
dividends to policyholders.... 207,184.40 
Loss by payment or credit of 


the Missouri Insurance Department, and 
laid before the Superintendent of Insur- 
ance the facts in our possession in the 

















dividends to stockholders.... 16,255.52 | following letter: 
Net to loss account ........... 1,207.68 “January 6, 1909. 
Loss from assets not admitted.. 18,136.31 | ‘‘In Re Great American Life Insurance 
Loss from all other sources... 15,127.96 Company. 
‘Hon. W. D. Vandiver, Superintendent of 
WN. RAE . wiindscvnveuveet $257,911.87 Insurance, Jefferson City, Mo. 
Net increase in surplus........ 94,361.47 “Dear Sir: We have received a num- 
Cost of New Business. ber of inquiries concerning the charac- 
First year premiums ..... ...-$204,348.00 | ter of the notes obtained by this com- 
First year commissions........ 115.089.00 | pany in connection with subscriptions to 
Per cent. of first year premiums 56.3% | its capital. In one instance a receipt was 
Total first year expenses re- given for such a note, calling for the 
MN icccw cad eanecnaeedens 127,575.00 | payment of $7,500. Upon this receipt is 
Per cent. of first year premiums 62.4% , an endorsement made by the president of 
the Great American Life, Samuel Quinn, 
First year loading ............. $46,764.47 


who agrees that the maker of the note 


First year mortality salvages.. 24,311.00 | shall never be called upon to pay it, and 





that if demand is made, he, Quinn, will 


Sum of both items .. relieve the maker of the necessity of 


e+ eee $71,075.47 


paying. The endorsement is as follows: 
“**Should the subscriber for the shares 
designated on the face of this receipt 


|wish to dispose of any ot them before 


the maturity of the note given in pay- 
ment therefor, I, personally, agree to 
sell any or all of said shares at a profit 
to the subscriber of $10.00 per share, 
less accrued interest.’ 

“We observe from the statement of 
the company submitted to your Depart- 
ment that a very large proportion of the 
total assets listed consists of notes se- 


| cured by the company, and representing 


a portion of the stock subscriptions. We 
understand further that the company ob- 
tained a considerable part of its $500,000 
capital by discounting notes of subscrib- 
ers to stock, and the question naturally 
arises whether your Department is aware 
of the particular matter referred to 
above, and whether, to your knowledge, 
the same plan was pursued in other 
eases. If so, it would appear that the 
company, and, consequently, its policy- 
holders, are not well secured; for, if such 
notes have been discounted, it stands to 


{reason that the bank advancing the 


money must have received some sort of 
guarantee before putting up money on 
the notes, and there might conceivably 
be some agreement similar to the no- 
torious case of the Columbian Insurance 
Company, of Louisville, Ky. That com- 
pany obtained its capital stock by dis- 
counting at a bank notes given by indi- 
viduals, the proceeds of these discounts 
being placed to the credit of the com- 
pany. When the notes came due, how- 
ever, the company itself paid for them, 
so that within a few months it was left 
without capital. 

“The transaction referred to above is 
so peculiar on the face of it that we feel 
moved to write your Department confi- 
dentially to see whether you have any 
information bearing upon it or similar 
transactions of the company, if there are 
such. We should, of course, prefer that 
we be not mentioned in the event of your 
communicating with the company con- 
cerning the matter. 

“Very respectfully yours, 
“President.” 

To this communication the Depart- 
ment replied that it was familiar in a 
general way with these matters, adding: 

“When the company first made appli- 
cation for license the examination by 
this company disclosed the fact that a 
considerable amount of the stock had 
been paid for only by giving notes for 
the same and that these notes had been 
sold to the bank under an agreement that 
the company itself would stand good for 
them. I personally visited the bank 
which held them and notified them that 
I would not issue license to the company 
under those conditions. On this account 
the license was held up for several weeks, 
then the notes were resold without re- 
course from the company and the money 
deposited in the bank and the officers 
of the company, as well as of the bank, 
certified to me that the deposit was held 
in good faith without any strings to it. 
After this the license was issued. I think 
you will agree with me that this was 
all that I could do under the circum- 
stances.” 

In this connection the report of an 
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examination of the company on behalf 
of the West Virginia and Texas Insur- 
ance Departments, printed below in full, 
is of interest. That portion of the re- 
port dealing with the methods of the 
company in connection with the notes 
taken from subscribers to its capital 
should be very carefully read by every 
one interested in the concern. It is 
also interesting to note that the company 
paid to agents as commissions for selling 
capital stock the sum of $127,860.75, or 
over 25 per cent. of the par value of the 


| 


stock sold and paid for up to the time 
the company was licensed. This is 
grossly extravagant. Total expenses of | 


organization and operation during the pe- 
riod of less than two months that the 
company was in _ business last 
amounted to $186,164.38. Even deducting 
from this sum the amount paid for sell- 
ing stock, it will be noted that the other 
expenses amounted to about $60,000, and 
that the total premiums 
amounted to only $13,970.53. 


year, | 


collected | 
The fact | 


that the cash in banks, including certifi- | 


cates of deposit, amounted at the end 
of 1908, to the entire capital of the com- 
pany is unsatisfactory. It is a fair as- 
sumption that this condition is due to 


the peculiar methods in connection with | 


notes taken for subscription to stock, and 
afterwards sold to a St. Louis bank. 
The report of the examination 
follows: 
“January 20, 
“Hon. A. C. Scherr, Auditor 
Charleston, W. Va. 
“Hon. Thomas B. Love, 
misioner, Austin, 
“Gentlemen: In accordance with your 
directions I have examined the Great 
American Life Insurance Company as of 
December 31, 1908, and submit herewith 
the results of such investigation. 
“Very respectfully yours. 
“LEE J. WOLFE. 
HISTORY. 


1909. 


Insurance Com- 
Texas. 


is as | 


of State, | 


“The Great American Life Insurance | 


Company received its charter February 
13, 1908, and was licensed by the Missouri 
Insurance Department November 6, 1908. 
The company 
company, all of its policies being issued 
on the non-participating plan, and has a 
capital stock of $500,000 
shares, $50). 6,646 shares have been sold 
at $100 each and 3,350 shares at $150 each. 

“The company began writing insur- 
ance about November 1, and at the close 
of 1908 had only $340,000 of insurance in 
force. 

“Statement December 31, 1908: 

Income. 


is organized as a _ stock | 


(par value of | 


| Certificates of deposit 
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Notes of subscribers.......... 367,628.73 
Payments on notes held in 
GS 6k: snshsncebawienssces 8,760.00 


Premiums paid in advance on 








applications pending....... 371.20 | 

MOE cj vrwskeeedewebnwercaed $1,179,687.53 

Dotal WOGGRA® ccceccssccccess $1,202,476.65 

Disbursements. 

Commission to agents on capi- 

Ge NED on siden weeawtiondaa $127,860.75 
Commissions on first year's 

DI: kcetepacnectaeos 11,056.76 
Salaries and allowances for 

agencies, including man- 

agers, agents and clerks.. 5,111.36 
Agency supervision, traveling, 

and all other agency ex- 

PE . kc pincamstesamiemed nes 536.41 
Medical examiners fees, $25, 

and inspection of risks, $250 275.00 
Salaries and all other com- 

pensation of officers, direc- 

tors, trustees and home 

office employes ............. 10,623.95 
DE. Wide antieendadeion seed eae 5,834.50 
Advertising, $4,136.25; print- 

ing and stationery, $5,183.48; 

postage, telegraph, telephone 

and express, $3,247.59: ex- 

ehemee, GUUS)  .sccciveces 13,257.53 
Legal expenses .............. 1,478.50 
Furniture, fixtures and safes 7,545.06 
Insurance Department license 

SE GD. ob bes cncecccsadecs 1,456.76 
Interest paid on mortgages 

and other assets when ac- 

WED. bekcceescbeetee cesses 1,127.80 

Total disbursements ....... $186,164.38 

RGD. kx cascnshewecceaucee $1,016,312.27 

Ledger Assets. 

Mortgage loans on real estate $21,500.00 
Book value of bonds ......... 101,943.87 
Cash in company’s office.... 13,546.99 
Deposits in trust companies 

and banks on interest ..... 106,587.42 
Bills receivable, $367,628.73: 

agents balances (debit $5,- 

824.27, credit, $619.01) net 


$5,205.26 372,833.99 


400,000.00 


Total ledger assets ........ $1,016,312.27 
Non-Ledger Assets. 


Interest due, $300, and ac- 

crued, $76.41 (mortgages).. 376.41 
Interest due and = accrued 

GESERSD CROMER) cies cvcives 1,348.89 
Interest due and accrued on 

Ee GES vices sasceees 2,648.16 


Total new premiums......... $13,970.53 Total interest due and ac- 

CN énecastucccrcnsadcmess 

Gross interest on mortgage Market value of bonds and 
DY talniavcdedeekeeeddens 25.00 stocks over book value..... 915.63 

Gross interest on bonds and Net amount of uncollected and 
dividends on_ stocks, less deferred premiums ......... 188.56 

$662.12 accrued interest on Rent of home office paid in 
bonds acquired during 1908.. 229.13 RD Bb vdbcidotdvedoucene 1,666.67 
Gross interest on deposits in —_—__— 
trust companies and banks 2,247.65 CURE CINE, 6s ttsiscdicccviewes $1,023,456.59 

Gross interest on other debts | Assets Not Admitted. 
due the company.......... 6,316.81 | Agents debit balances........ $5,824.27 
Bilis receivable ........ccec. 367,628.73 

Total gross interest...... $8,818.59 | Deferred premiums in excess 
Capital stock paid in cash.... $500,000.00 | of reserve .........c.eceeces 51.70 
Premiums paid on capital —_—_—_—__ 
ee een 302,927.60 TD sai tesdeseeeeeaseees $373,504.70 


$4,373.46 | tion at 


| “Net 





February 27, 1900. 


| Admitted assets ............ 
| Liabilities. 
| Net present value of policies 


Reserve to provide for health 


$649,951.89 


$3,940.26 


and accident benefits con- 

tained in life policies ...... 86.00 

NE Sheu iste 3 bs woenaN ceed $4,026.26 
Premiums paid in advance in- 

cluding surrender values so 

RO sk capa vesstaeesk tesa’ 371.20 
Cost of collection on uncol- 

lected and deferred premi- 

ums, in excess of the load- 

i ry ree ee 62,85 
| Salaries, rents, office expenses, 

bills and accounts due or 

BE So cewidicewawieececmes 9,638.61 
Medical examiners and legal 

fees due or accrued ....... 1,055.00 
Payments on notes held in 

SE, §aveddsenbestaséetuseeees 8,760.00 
Cee EN a kdk ss otc dcaeea ny 500,000.00 


Unassigned funds (surplus)... 126,037.97 





Total liabilities $649,951.89 


ANALYSIS. 
Income. 
“Capital Stock. 
“The item of $500,000 is made up of the 


amount contributed by the subscribers, 
$288,585; the amount contributed by the 


syndicate (referred to hereafter), $186.415, 
}and $25,000 contributed by Mr. Kersch- 
) ner. 

| “Subscribers Notes. 

“This represents the unpaid notes given 
by the subscribers for the premium por- 
tions of their subscriptions. 

“Payments on Notes Held in Trust. 

“This represents payments which have 
been made to the company on notes 
which were held by Mr. Murrin, and as 
he has purchased these notes from the 
bank, this portion was credited to him 
on the books of the company and a cor- 
responding amount carried in its liabili- 


ties. 
Assets. 
“Mortgage Loans. 
“These loans are on property located 


in Missouri, and they have not been ap- 
praised except when the loan was made 
, by the company. Some of those mort- 
gages are on deposit with the Superin- 
tendent of Insurance of that State, but 
;I have been informed that he has never 
had this property appraised. 

| ‘Deposits in Banking Institutions. 

| “The amount on deposit, $106,587.43, 
when taken in connection with the certifi- 
cates of deposit, makes the total deposits 
over $500,000. The president of the com- 
|} pany has assured me that it is his inten- 
the earliest possible moment to 
|} invest this money in mortgages. 





| 


| “Bills Receivable and Agents’ Balances. 


“Both of these items have been 
ducted in the non-admitted assets. 
Liabilities. 

Value of Policies. 

“The reserve on the policy contract has 

| been calculated on the American Ex- 


de- 


| perience Table of Mortality with 31-2 per 


}cent. interest, full preliminary term, ex- 
cept where the laws of West Virginia re- 
quired the modified preliminary term. 
“Capital Stock. 

“The unusual circumstances surround- 
ing the issue of the capital stock of this 
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company leads me to spread before you 
a full statement of the methods which 
have been followed. It is my intention 
to simply state the facts and submit to 
you the opinions of the company’s coun- 
sel, in order that the legal questions may 
be passed upon by you. 


“This company sold its capital stock 
throughout the South and West on the 
following plans:— 


“Ten per cent. of the subscription price 
was paid by the subscriber in cash, the 
balance payable in notes due at various 
dates. The company itself did not receive 
any of this original cash payment, it in all 
cases going to agent as his commission 
for selling the stock. When the com- 
pany applied for its license to do busi- 
ness it had $288,535 of its capital stock 
paid in cash, and there were outstanding 
notes representing the capital stock por- 
tion of the subscription (as distinguished 


from the premium of surplus portion) 
$211,415. 
“The Insurance Department of Mis- 


souri refused to recognize these notes as 
the full payment on the capital stock, and 
ruled therefore that the company could 
not do business under the Missouri law 
unless its capital stock was fully paid up. 
In consequence the company sold to the 
National Bank of Commerce of St. Louis 
the capital stock portion of these notes, 
with recourse to the company. The Su- 
perintendent of Insurance refused to rec- 
ognize this form of payment, and the 
company was therefore forced to adopt 
another method, which I understand as 
follows: 

“A syndicate was formed consisting of 
the following gentlemen: James H. Quinn, 
Samuel Quinn, Jr., J. W. Bryan, B. Mc- 
Kinney, L. W. Jones, G. C. McNeil, M. 
L. Denning. 

“These gentlemen purchased, without 
recourse, capital stock notes amounting 
to $185,415. In addition thereto Mr. E. 
R. Kerschner purchased from the com- 
pany on the same terms $25,000 of the 
capital stock portion of the notes. 

“Both the syndicate and Mr. Kersch- 
ner borrowed from the National Bank of 


Commerce on these notes ‘the $211,415 
necessary to fully pay up the capital 


stock of the company. This money was 
deposited in the National Bank of Com- 
merce to the credit of the company, and 
a signed statement made by the bank 
certifying that ‘none of the deposits which 
stand in the name of the Great Ameri- 
can Life Insurance Company are held 
subject to the payment of the subscription 
notes of the shareholders of said com- 
pany which we hold, or any other obliga- 
tion of that company to us.’ 

“The company agreed with the syndi- 
cate that should any of the notes become 


past due, it would, acting under its rights. 


under the Missouri laws, forfeit the stock 
of the subscriber, together with all 
moneys which he had paid in, resell the 
stock thus forfeited, and reimburse the 
syndicate for the amount it had ad- 
vanced on the capital stock portion. 

“On December 23, 1908, about $75,000 
of these notes were past due, and as the 
company is compelled under the Missouri 
law to give a forfeiture notice of sixty 
days, it was impossible to forfeit this 
stock at that time. The bank, however, 
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refused to hold as collateral any past due 
note, and called on the syndicate either 
to make good the amount that was bor- 


rowed on these past due notes, or it would | 


bring suit to protect itself. 

“To prevent suit being started against 
the subscribers, the largest stockholder of 
the company, Mr. George P. Murrin, pur- 
chased from the bank these past due 
notes (amounting to about $75,000) and 
the company entered into an agreement 
with him which gives him the right to 
purchase one year from date the for- 
feited stock of the company, 


which he purchased. He agreed to take 
over from the bank as the notes became 


past due such notes as he agreed to pur- | 


chase. 

“Mr. Murrin had nothing but a verbal 
understanding with the company until 
January 7, 1909, when I asked to see the 
contract which existed between the com- 
pany and Mr. Murrin. None being in ex- 
istence it was necessary for the company 
to immediately draw up an agreement, 
which was dated back to December 23, 
1908. The part of this contract which 
applies to the case is as follows: ‘Now, 
therefore, the said company in considera- 
tion of the purchase by said Murrin from 
the said bank of that portion of said notes 
so held as collateral, which, together with 
principal and interest, aggregates some- 
thing over $75,000.00, which sum the said 
Murrin has this day paid to the said bank 
for the purchase of said notes, agrees to 
allow and does hereby allow to the said 
Murrin, an option to repurchase any or 
all of the stock of said company sub- 
scribed for by the makers of said notes 
so purchased, which may be forfeited 
for non-payment of subscriptions by the 
said subscribers. The said Murrin may 
exercise the said option at any time 
within one year from the date of the 
forfeiture of any stock which he may 
elect to purehase. The said option as 
to any particular shares, shall continue 
one year from the date of the 


forfeiture of the same, and the said Mur- | 


rin, upon the purchase of said stock, shall 
pay to the company such a sum in each 
case as will make good to the company 
the contracts of the original subscribers, 
whose said stock shall be so forfeited and 
resold to the said Murrin, that is, the 
amount paid to the company by the said 


Murrin, shall, in each instance, be suffi- 
cient to net the company the same 
amount the company would have 


received had the original subscribers for 
said stock performed their several con- 
tracts with the company, and the said 
Murrin shall have the same rights in the 
stock subscribed for by the makers of 
any notes, the capital stock portion of 
which he may hereafter purchase, as he 
is herein given in the stock subscribed 
for by the makers of the notes, this day 
purchased by him.’ 

“I am of the opinion that Section 961, 
R. S. of Missouri, 1899, gives the com- 
pany the right to forfeit the stock of a 
subscriber if any portion of his subscrip- 


tion remains unpaid when due, but I can | 


see no authority in that law which will 
permit the company to give the profits, 
which will accrue to itself under this for- 
feiture, to Mr. Murrin. I am of the opin- 


originally | 
subscribed for by the makers of the notes | 


| 


|}ion that this is what has been done, and 
in support of this view, beg to quote 
from the questions which were submitted 
Ly me to Mr. Murrin, as follows: 

“*Q. What price did you agree to pay 
| the company for the stock that you are 
to acquire by reason of forfeiture? 

**A. I will pay the company the origi- 
nal subscription price. . 

“*Q. By that you mean that you will 
pay to the company the full subscription 
| price, thus giving the company the bene- 
| fit of the original payment, or payments 
of the subscriber? 

*“**A. No, sir, I came into this proposi- 
tion only on these grounds: That I must 
| have some chance to recover my interest 
|}on my money while it is out of other 
use.” 

“Questions were also addressed to Mr. 
Mason, counsel of the company, as fol- 
lows: 

“*Q. Is it the intention of the company 
to resell the stock itself? 

““*A. The company has entered into a 
contract with George P. Murrin by which 
he is to have one year’s option on all for- 
feited stock subscribed for by makers of 
the notes purchased by him, at such 
price as will net the company the same 
amount of money in each case as if the 
original subscriber had carried out his 
contract with the company. If said Mur- 
rin should not purchase the stock under 
his option, the company will itself resell 
it or make other disposition of it.’ 
| “It seems to your examiner that any 
profits resulting form the sale of this for- 
feited stock belongs to the company itself, 
and the notice of forfeiture which the 
company is sending to these stockholders 
| concludes with the following paragraph: 
‘If you fail to make said payment as 
herein specified, your stock, and all pre- 
vious payments thereon, will be forfeited 
for the use of the company, in accordance 





with the law.’ 
| “In connection with this I would say 
that no record appears on the minute 


books of the company of the aforemen- 
tioned contracts, or is any mention made 
of any method of financing the company. 
The information set forth in the forego- 
ing pages has been obtained by me by 
questioning the officers of the company. 


“The first notices of forfeiture were 
sent out on November 12, making the 
actual date of forfeiture January 12. As 


their 
been 
| the 


notes have fallen due notices have 
sent out, and at the present time 
company has notified the holders of 
1,980 1-2 shares of stock that their stock 
will be forfeited. Thése subscribers have 
paid to the company $32,830. 

“The capital stock records of the com- 
pany are in a chaotic condition, the facts 
being kept on cards, and no stock ledger 
was found. In so important a matter as 
the capital stock of a company, it is the 
opinion of your examiner that a per- 
manent record should be maintained. 

“One of the most serious complications 
which has arisen in checking the amount 
of outstanding capital was caused by the 
fact that the company had never issued 
shares to the individual subscribers cov- 


ered by the advances made by Mr. 
Kerschner. One certificate was issued to 


| J. W. Perry, as trustee, for 733 shares. 
i This certificate is now in possession of 
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the National Bank of Commerce, of which 
Mr. Perry is an officer, and is being held 
in trust for the company. The counsel 
ef the company admits that Mr. Perry has 
no right to have the stock issued in his 
mame, as he is not trustee for any tangi- 
ble interest that may appear. None of 
the notes represented by this stock have 
been paid, so that the certificate is still in 
force for the full number of shares. 

“Another complication which has arisen 
is caused by the fact that among the 
notes which were assigned to the syndi- 
eate were some notes of the officers, di- 
rectors and agents of the company. 
Stock has been issued for these notes and 
is being held by the National Bank of 
Commerce as trustee for the company. 
Some of these officers and directors have 
sold portions of their capital stock hold- 
ings to other individuals, and the stock 
has been issued to the new owner. The 
company, however, has neglected to take 
up the original certificate in the bank and 
to issue a new one for the reduced 
amount. 
ef the capital stock book showing an over 
issue of 355 shares. 

“There are in the possession of the 


company some notes of original sub- | 


scribers on which the capital stock por- 
tion has been fully paid, the premium 
portion remaining unpaid. No stock has 
been issued against these notes, and the 


This has resulted in the stubs | of renewal contract which pays him 71-2 


| per cent., 





“The commissions paid by the company 
on its first year’s premiums are high. 
The renewal contracts which have been 
made with its agents, however, appar- 
ently provide for the payment of renewal 
commissions only from the surplus of the 
company. The president of the company 
has made a statement (a copy of which 
is transmitted with this report) to the 
effect that ‘No contract now exists or 
will be made by the company providing 
for the payment of a renewal or other 
form of compensation on second and sub- 
sequent year’s premiums except from the 
surplus of the company.’ 

“This provision should redound to the 
benefit of the policyholders. But an ob- 
jectionable feature in this renewal con- 
tract is found in the fact that it can 
never be terminated, except when the 
amount of insurance standing to the 
credit of the agent and upon which re- 
newal premiums are being paid, falls be- 
low $100,000. I have been informed that 
the agent may, if he desires, take a form 


irrespective of the amount of 


| insurance remaining in force, but such 


motes themselves are held in the vaults | 


of the company. When the subscriber 
be issued to him. There are notes of 
this kind in the possession of the com- 
pany for over 325 shares of stock. The 
balance taken from the stubs of the capi- 
tal stock book of the company is as fol- 
lows: 

“Certificates actually in force, accord- 
ing to the stubs, 10,030 shares; certificates 
not issued, but on which capital stock 
stock notes have been paid, 325 shares; 
total, 10,355 shares. Shares cancelled by 
company when portions of original cer- 
tificates have been sold, 355 shares; bal- 
ance, 10,000 shares. 

“I must call your attention to the fact, 
however, that it has been impossible to 
verify this latter item (355 shares) ex- 
cept from memoranda which the com- 
pany had in its possession. The original 
shares of stock were on deposit in the 
bank. 

“All of the other items of income, dis- 
bursements, assets and liabilities are self- 
explanatory. 

General Remarks. 

“The company’ has been transacting 
business (only about two months) too 
short a time to permit of much observa- 
tion in reference to this phase of its ex- 
istence. The policies which had been is- 
sued up to December 31 provided, in 
the opinion of your examiner, for insuffi- 
cient premiums. I have been informed 
that it is the intention of the company 


renewal commission is also payable from 
the surplus. 

“IT am in doubt as to the legality of 
certain changes which have been made in 
the by-laws of the company, and submit 
the following facts for your consideration: 

“The original charter of the company 


| states that the board of directors for the 
has fully paid his subscription, stock will | 


first year shall be as follows: Samuel 


| Quinn, H. O. Wells, William H. O’Brien, 





| 


during 1909 to materially increase the | 


premiums which it will receive. As the 
eompany issues only non-participating in- 
surance and its $500,000 of capital stock 
is an additional safeguard to the policy- 
holders, I am of the opinion that for the 
present, at least, the interest of the pol- 
icyholders 
this fact. 


is not affected seriously by | o’clock, P. M.’ 


John A. Keister, William S. Doyle, Leo 
J. Kadeski, T. H. Clancy, William C. 
Whittenberger, P. J. Doerr. 

“Article Five of the same charter reads 
as follows: ‘The corporate powers of this 
company shall be vested in a board of 
directors, and shall be exercised by them, 
and by such officers and agents as they 


may from time to time appoint and em- | 


power. The board shall have the power 
to make and amend and repeal such by- 
laws, rules and regulations for the trans- 
action of the business of the company as 
are not inconsistent with this charter or 
the laws of the State.’ 

“Section 8003, Article Seven, of the 
Laws of Missouri, reads as follows: ‘The 
incorporators or directors of any com- 
pany organized under this chapter shall 
have power to adopt a seal, and to make 
such by-laws, not inconsistent with this 


chapter or the constitution and laws of | 
this State, as they deem necessary for | 


the regulation and management of its af- 
fairs.’ 

“The Missouri 
every corporation, insurance and other- 
wise, must have an annual meeting of 
its stockholders once in every year. 

“On July 1, 1908, the board of direc- 
tors, at a regular meeting, adopted a set 
of by-laws, Article One of which reads 
as follows: ‘Stockholders’ meetings—The 


annual meeting of the stockholders for | 
the election of directors and transaction | 


of such other business as may come be- 
fore the meeting, shall be held at the 
principal office of the company in the city 
of St. Louis, State of Missouri, on the 
third Wednesday of each year, at two 


“This by-law remained in force until 


laws also state that | 


the company had obtained its license 
from the Missouri Insurance Department, 
and at a special meeting of the board, 
held on Wednesday evening, November 4, 
1908, the by-laws were amended as fol- 
lows: ‘Article One of the by-laws is 
hereby amended by striking out the fol- 
lowing words: “On the third Wednesday 
of every year at two o’clock, P. M.,”" and 
inserting in lieu thereof, ‘On the third 
Wednesday in October every year at nine 
o'clock, A. M.,’ so that the said Article 
| One of the by-laws, as amended, shall 
j}read as follows, to-wit: 
‘Stockholders’ Meeting. 

“*The annual meeting of the stock- 
holders for the election of directors, 
and the transaction of such other busi- 
ness as may come before the meeting 
shall be held at the principal office of 
|} the company in the city of St. Louis, 
| State of Missouri, on the third Wednes- 
day in October of each year, at nine 
o'clock A. M.’ 

“The company’s counsel held that the 
corporate existence of this company 
started when it received its license to 
transact an insurance business. I am of 
the opinion that the corporate existence 
started when its charter was granted in 
February, 1908. With this report I have 
the honor to submit a brief by the com- 
pany’s counsel, which ably presents his 
| views, and I submit it without comment, 
in order that you may pass upon the 
| question to which I hereby direct your 
attention, viz.: Have the rights of the 
other stockholders been interfered with 
by the present intention of the board of 
| directors to hold no annual meeting until 
| October, 1909, thus making it a year and 
| eight months from the time of the grant- 
|ing of the charter to the holding of the 
| first annual meeting of the stockholders 
| for the election of officers and board of 
| directors. 
| “Article Twelve states that the board of 
| directors shall appoint a finance commit- 
| tee, which is to have charge of the in- 
vestments of the funds of the company. 
| While such a committee has been ap- 
pointed, there have been no minutes kept, 
and it is impossible for me to state 
whether the investments now made have 
| had the approval of the finance commit- 
tee. The suggestion of the counsel that 
I could obtain this by examining two or 
three members of the board personally, is 
not in my opinion entitled to serious con- 
sideration. 

“Article Eleven empowers the board to 
| appoint an executive committee, to con- 
| sist of the president, vice-president and 
three other members of the board. There 
had never been any executive committee 
| appointed, and as Article Eight provides 
that the funds of the company ‘shall be 
drawn from such depository only upon 
cheque or order signed by the president 
and one member of the executive com- 
mittee’ it is a question in my mind as 
to whether some steps should not be 
taken to authorize the withdrawals which 
have been made heretofore without com- 
pliance with this by-law. It is but just 
to state that upon my calling the atten- 
tion of the president to this state of af- 
fairs he immediately called a_ special 
| meeting of the board of directors and ap- 
| pointed an executive committee, a mem- 
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ber of which will in the future sign all Sum of both items............ $148,276.83 | Surplus over capital and all 

cheques. It also adopted a resolution | Ratio of total first year expenses | other liabilities .............. 16,909.37 

making it compulsory upon the finance We BUCS FOE cenccescseceses 89.7% | Premium income: 

committee to keep minutes of its trans- |———— New. Renewal. 

actions. *As per “‘Schedule Q.” 11908 .cccvcccccveces $47,002.68 $69,083.79 
“The salaries paid to the officers and Valuation: Net level premium. Excess | 1907 ...............+. 19,602.34 51,453.45 


employees are moderate, and all possible | over New York minimum stand., $380,900. 
assistance was rendered by them to your 
examiner. 

“I am indebted to Mr. J. W. Scherr, 
Deputy Auditor of West Virginia, for his 
advice and counsel during this examina-| Regarding the recent increase of the | 
tion. capital stock of this company from $100,- | 

“All of which is respectfully submitted. | 000 to $500,000, we quote the following | 

“LEE J. WOLFE.” | from a communication received from Ber- | 

The George P. Murrin referred to above | ton B. Bales, secretary and general man- | 
we find upon investigation to be a specu- | ager, dated February 16: | 
lator or promotor of oil lands, etc.; is re- “This increase was decided upon at) 
puted to have some means, but no defi-| the last annual meeting of the stock- | 
nite estimate of them can be obtained. holders of the company, in order to pro- 

It will be recalled that Samuel Quinn, | vide stock to be sold in new territory en- 
president of this company, was formerly | tered by the company from time to time, 
identified with the Great Western Life | as might be found necessary. It is in- 
of Kansas City, and before that with the | tended to sell only such. portion of the | 
State Life of Indiana, his associate in | stock as may be necessary to finance the 
both companies being O. L. Van Laning- pomye of new territory and the produc- 
ham. Our comments regarding those | tion of business therein, until the same 
two companies should be read by any one | is upon a paying basis.” 
interested in the present institution. | 








INTER-SOUTHERN LIFE INSURANCE | 
COMPANY, LOUISVILLE, KY. 














NEW YORK. | ANCE COMPANY, RALEIGH, N. C. 








Extracts from Statement for Year End- | Extracts from Statement for Year End- 
ing December 31, 1908. ing December 31, 1908. 





Total admitted assets ...... $21,708,901.70 | Total admitted assets ......... $511,000.96 
Net reserve ........... eeaeee 20,064,452.00 | Net TeS€TVE «1... see seers scene 27,381.00 
Capital paid in .............. 126,000.09 | Capital paid in .............. 250,000.00 
Surplus over capital and all | Surplus over capital and all 

other liabilities .......... 1,112,177.94 | Cee TRIED cc ccccescscuce 230,870.34 
Premium income: | Premium income: | 

New. Renewal. | New. Renewal. 

ee $254,185.08 $2,782,303.20 | 1908 -.-.eeeeeeeee, ne 86 
SOE xaneecctines 288,178.81 -2,829,370.42 | 1907 ..-.---.-.---.- pede ras 

Summary of Gain and Loss Exhibit. Summary of Gain and Loss Exhibit. 
Gein: Ct, WUE. c's cescsessscss $67,021.62 | Gain from excess interest ..... $17,383.42 | 
Gain from excess interest .... 171,032.72 Gain on mortality ............-. 14,017.00 
Gain on mortality ............. 259,959.83 | Gain on surrenders and lapses.. — 689.00 
Gain on surrenders and lapses.. 148,994.42 "ues ames ce 
Net to profit account.......... 207.68 Total gains ............eeeeee $32,089.42 
Gain on sales during 1908 of real Toes OF WAEING .cccccvccececce $30,678.43 

estate and other investments Loss from assets not admitted 9,128.44 





owned December 31, 1907.... 
Gain from increase in value of 
assets purchased during 1908. 36,001.25 | Net decrease in surplus ...... 
Gain from increase in value of Cost of New Business. 
other investments held prior 
Nis NE noes cass. .cabekucee ss 150,784.79 | First year commissions ........ 26,639.80 
Gain from assets not admitted.. 6,119.20 | Per cent. of first year premiums 47.8% 

Total first year expenses re- 


804.46 ; 
TE PD vin détcmtanveresetcs $39,806.87 
7,717.45 


FORD GI . occ cccsscesuceves $840,925.97 


CONTE ci. ccaeddccnwreseeeisqcs 45,584.58 

Loss on annuities ............. 11,231.32 | Per cent. of first year premiums 81.9% 
Loss by payment or credit of i 

dividends to policyholders... 290,958.65 | First year loading ............ $37,279.36 


Loss by payment or credit of | First year mortality salvages.. 8,750.00 
dividends to stockholders.... 15,000.00 | ee ee ea, 
Net to loss account............ 236.43 | Sum of both items.......... $46,029.36 

Loss from all other sources.... 55,757.06 | Ratio of first year expenses 
| OO GOwO TOUR: ccccccnasn soeces 99% 





VOR FORIE s kb cescsccceesscces $373,183.46 | Valuation: Net level premium, $497,635; 

Net increase in surplus ........ $467,742.51 | full preliminary term, $1,701,150; modified 
*Cost of New Business. | preliminary, $67,500. 

First year premiums .......... $264,108.27 | uginadasaaareaenabaneions 
First year commissions ...... 114,689.38 | LINCOLN NATIONAL LIFE INSUR- 
Per cent. of first premiums.. 43.4% ANCE COMPANY, FT. WAYNE, IND. 
Total first year expenses re- 

POPE Sa casa csceecsseaesaces 132,558.37 | Extracts from Statement for Year End- 
Per cent. of first year >remiums 50.2% ing December 31, 1908. 
First year loading............. 65,233.52 | Total admitted assets ....... $284,604.71 
First year mortality salvages.. 83,043.81 | Net reserve ........seeeeeeeeees 106,727.64 

Capital naid im .............06. 150,000.00 





| 
First year premiums .......... $55,640.84 


Summary of Gain and Loss Exhibit. 


Gain from excess interest $8,586.12 
Gain on mortality ............- 22,464.43 
Gain on surrenders and lapses... 525.06 
Gain from assets not admitted.. 586.64 
Total Gaime .2..ccccccccsccccce $32,162.24 
LOGS ON LOAGING ...ccccccccvere $28,934.06 
Loss by payment or credit of 
dividends to policyholders... 6,519.67 
Net tc ‘oss account .......... 3,477.75 
We Weg occ ct dccacinsces $38,931.48 
Net decrease in surplus ........ $6,769,24 


Cost of New Business. 
First year premiums ......... $47,002.68 


First year commissions ...... 29,991.69 
Per cent. of first premiums..... 63.8% 
Total first year expenses re- 

DD > ivianicv on dueseaewese eens 54,999.59 
Per cent. of first year premiums 117% 
First year loading ............. 37,115.45 
First year mortality salvages.. 7,696.87 

Sum of both items............ $44,812.32 
Ratio of total first year expenses 

a a: en 122.7% 


Valuation: $3,222,750 full preliminary 
term; $297,750 modified preliminary (en- 
dowment, 10 and 15 pay life forms is- 
sued since Jan. 1, 1908). 


MAJESTIC LIFE ASSURANCE COM- 
PANY, INDIANAPOLIS, IND. 
This company has increased its capital 
stock from $100,000 to $200,000. The com- 
pany advises us that it intends to enlarge 
its field of operation and the newly issued 
stock will be sold at “two for one,’’ thus 
producing an increase in surplus. 


MERIDIAN LIFE AND TRUST COM- 
PANY, INDIANAPOLIS, IND. 
The risks of this company have been 
reinsured in a recently organized and in- 
corporated company known as the Merid- 
ian Life Insurance Company, Indianapolis, 
| Ind. 
In response to our inquiry, we are in- 
formed by Thos. J. Owens, secretary of 
the last named company, that the re- 
insurance is, in fact, merely a reincor- 
| poration of the old company on a stock 
basis, accomplished in the only way in 
| which it could be done under the In- 
diana law. There will be no material 
| change in the management. The 
new company starts with a com- 
| bined capital and surplus of $300,000. 
$100,000 has already been paid in and a 
{like amount will be paid in within eigh- 
| teen months. 
; MERIDIAN LIFE INSURANCE COM- 
PANY, INDIANAPOLIS, IND. 
| This company is practically a re-incor- 
| poration of the Meridian Life and Trust 
| Company on a stock basis, and was re- 
cently formed for the purpose of taking 
over the business of the last mentioned 
company. 
Further particulars will be found in 
| this issue under the heading of “Meridian 
Life and Trust Company.” 








THE MIDWEST LIFE INSURANCE 
COMPANY, LINCOLN, NEB. 


Extracts From Statements For Year End- 


ing December 31, 1908. 
Total admitted assets ...... $161,562.24 
i MR 5 6 acu c omk eee awed $36,511.30 
OE OD oa ak ndedneneeeeee $120,000 
Surplus over capital and all 
Gther We 2c. cccicccces $239.42 
Premium Income: 
New. Renewal. 
ee ee $17,230.35 $32,901.73 
BE ethanectambaewe $31,342.89 $14,014.95 


Summary of Gain and Loss Exhibit. 
Gain from excess interest ....... $6,324.14 


ee ee ONE oc. ce wens saees 8,574.86 
Gain on surrenders and lapses .. 517.73 
Gain from decrease in special 
funds and special reserves dur- 
ee. Ce NE os 5 orien b-00 tmarete 67.50 
Gain unaccounted for........... 354.32 
Gains from all other sources, 
(surplus paid by  stockhold- 
BED ccbxerecginetcdsdeeceeveees 230.00 
ee $16,068.55 
PG TR «vk sik oat csecdies $9,831.37 
Loss by payment or credit of 


dividends to policyholders 1,346.48 

Loss from assets not admitted... 3,156.07 

I cats d wae howinpind $14,333.92 

Net increase in surplus ........ $1,734.63 
Cost of New Business. 

First year premiums ........... $17,230.35 


First year commissions ......... $6,294.96 


Per cent. of first premiums...... 36.6% 
Total first year expenses re- 
DE. See adtewed sine cdteenenetes $10,779.19 


Per cent. of first year premiums 62.6% 


First year loading 
First year mortality 


Sum of both items 
Ratio of total first year expenses 


si fo - eae 68.8% 
Valuation: Full preliminary term. 

MISSISSIPPI VALLEY LIFE INSUR- 
ANCE COMPANY, LITTLE ROCK, 
ARK. 


This company was incorporated under 
the laws of Arkansas, July 23, 1908, and 
began business February 9, 1909. Its 
authorized capital is $250,000.00, and our 
latest advices on February 18, 1909, were 
that $117,750.00 had been subscribed and 
paid in in cash, together with a paid in 
surplus of $20,242.62. 

The company will transact life, acci- 
dent and health insurance, the life insur- 
ance being upon the non-participating 
plan. The incorporators of the company 
are Wm. S. Mitchell, T. E. Helm and 
W. E. McRae. The officers are Wm. S. 
Mitchell, president; T. E. Helm, vice- 
president; A. E. Moore, secretary; W. E. 
Lenon, treasurer. In a circular issued 
by the company, dated February 1, 1909, 
it states that Pratt & Grigsby, man- 
agers and sales agents for stock and in- 
surance, help comprise the official staff 
of the company. 
secretary, has just retired as Auditor and 
Insurance Commissioner for the State of 
Arkansas. Charles E. Cox, the assistant 
secretary of the company, was office man- 
ager for the New York Life Insurance 


Dr. Avery E. Moore, the | 
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Company under the administration of 
| Hamilton Cook, as general agent for Ar- 
kansas, and later in charge of the office 


of the Metropolitan Life Insurance Com- 


pany in its Arkansas department. 
to these connections, Mr. 
some four years in the home office of the 
Metropolitan Life Insurance Company, in 
New York. 

The circular further states that W. E. 
McRae, who is to become the second 
vice-president of the company, is a man 
of wide insurance experience; that John 
R. Pratt, of Messrs. Pratt and Grigsby, 
was with the New York Life for about 
ten years at its headquarters in Bir- 
mingham, Ala. Later he was connected 
with the State Mutual Life of Rome, Ga., 
as superintendent of agencies at St. 
Louis, Mo. Mr. Grigsby was for twelve 
years with the Kentucky Agency of the 
Equitable Life Assurance Society of New 
York, with headquarters in Louisville, 
Ky. Later he was for three years with 
the State Mutual Life Insurance Com- 
pany of Rome, Ga. 

The circular states that all purchasers 
of stock had paid the same price per 
share, namely, $50.00. It was decided to 
sell the stock at $75.00 per share as soon 
as a license had been received from the 
State, or when $100,000 capital had been 
subscribed and paid-in in cash. The com- 
pany expects to pay reasonable dividends 
on the stock sold at $75.00 per share in 
from three to four years. The par value 
of the stock is $25.00. 

We have not received policy forms nor 
schedule of rates, and are therefore un- 
able to comment upon the company’s 
contracts at this time. F. S. Withington 
is the actuary of the company. 


Prior 





MODERN LIFE 
PANY OF 
IND. 
This company was incorporated under 

the laws of Indiana, May 28, 1908. It 

began business January 28, 1909, with an 
authorized capital of $250,000. Under 
date of February 16, 1909, the company 
advised us that $104,000 had been sub- 
scribed and paid in in cash, together 
with $26,000 surplus. 

In the fall of 1908, 


INSURANCE COM- 
INDIANA, SOUTH BEND, 


the company ad- 


vised us that its stock was at that time 
sold at 125. We are not advised as to 
the present price. 

The work of organization has been 
directed by Col. Jasper E. Brady of 
Chicago, formerly agency superintendent 


of the Federal Life of that city, and more 
recently, Chicago agency director of the 
Northern Life. 


The officers are: President, Adam 
Hunsberger; vice-president, Jasper E. 
Brady; medical director, Dr. Edwin R. 
Dean; secretary, Horace G. Miller; 


actuary, George J. Porter; treasurer, By- 
ron B. Miller; counsel, Fred Woodward. 

The incorporators of the company are: 
Crabill, Cadmus E.; Dean, E. R.; Huns- 
berger, Adam; Miller, H. G.; Miller, By- 
|}ron B.; Proctor, Robert E.; Woodward, 
Fred. 

The company advised us that Jasper E. 
Brady has had nine years of insurance 
experience; that W. T. Verigan has had 


thirteen, and that George J. Porter, the | 


'actuary of the company, has had twenty 


Cox was for) 
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years’ experience. We are not advised 
as to the past connections of the two lat- 
| ter gentlemen. 

The company stated that it would 
transact the business of life insurance 
only; that it has no agency schemes: no 
board or special contracts. It will write 
write the usual forms of policies upon 
the legal reserve basis. Our advices are 
that the members of the official force of 
the company are men of ability and held 
in high esteem. 

The company sent us a sample of its 
20 payment preferred dividend policy, and 
states that it is probably the most popu- 
lar policy on its list, though it makes 
no speciality of any form of insurance. 
The premium is $39.65 per $1,000 at age 
35. It will be noted that this premium is 
somewhat higher than should be charged 
under a regular 20 payment participating 
life policy. The higher charge is neces- 
sary, however, on account of the pre- 
ferred dividends which are guaranteed in 
a table attached to the policy. 

Generally speaking, the policy is fair 
and liberal in its terms. Some of its con- 
ditions and provisions are very favorable 
to the insured. 

It differs from the New York standard 
form in a number of particulars, namely: 
it is issued in consideration of the appi- 
cation, which is referred to, and made a 
part of the contract. It does not take ef- 
| fect until the first premium shall have 
been actually paid while the insured is in 
good health. All dividends are subject 
to the payment of premiums, if any, for 
the next policy year, ‘‘and shall be credit- 
ed only as the same is paid.” 

One of the agreements in application 
reads: “In any distribution of dividend, 
profit or surplus, the company’s method 
;and determination of the amount to be 
apportioned to any policy issued hereon 
are hereby ratified and accepted.” 

The reserve value of the policy is com- 
puted on the American table with 3% 
per cent. interest, full preliminary term 


plan. As stated above, the policy has 
some very good features among which 
might be mentioned the following: an 


individual accounting as to dividend and 
reserve credits and loan or other debits; 
automatic extended insurance. In addi- 
tion to this, the policy contains a clause 
providing for automatic loan at 5 per 
cent. interst; if any premium is not paid 
in cash when due said loan will be ef- 
fective, if there be a net credit to the 
policy sufficient to cover an entire quar- 
terly premium. 

The company will loan at any time the 
cash or loan value as stated in the policy, 
together with the cash value of any ap- 
portioned dividends: 5 per cent. interest 
in advance is charged. The automatic 
extended insurance provided for is non- 
participating, but any dividend additions 
at the time said extended insurance be- 
comes effective, are added to the amount. 
Paid-up insurance is participating, and 
any dividend additions are added thereto. 

The preferred dividends under the policy 
are guaranteed, and the company will dis- 
tribute same to the extent of an annual 
}ecash dividend, equivalent to a paid-up 
| addition, payable with the sum insured, 
| of $10.00 per each $1,000 of insurance. In 
j|addition to the preferred dividends the 
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company will apportion to the policy its | Premium Income: 


share of the surplus as determined by it New. Renewal. 
after the policy has been in force three 1908 .............. $48,220.77 $277,248.79 
years. As stated above, however, all |1907 .............. $44,787.40 $265,395.85 


dividends are subject to the payment of Summary of Gain and Loss Exhibit. 
the next annual premium. Gain from loading on first year 
Provision is made for maturing the policy and renewal premiums ...... $37,255.52 
as an endowment, or exchanging same for | Gain on mortality 3,018.78 
paid-up insurance whenever the cash | Gain on surrenders and lapses.. 24,694.71 
value, together with dividend additions | Gain from increase in value of 





are sufficient to make this possible. investments held prior to 
| W9OB wee e eee eee e eee eee eres 8,392.25 

MUTUAL BENEFIT LIFE INSURANCE Gain from increase in values 

COMPANY, NEWARK, N. J. of assets purchased during 
od WOOR isiiainea se Saclawecanesenedes 2,462.50 
Extracts From Statement For Year End- ee 
ing December 31, 1908. WR IG a5. ovixeceeeeees $75,823.76 


Total admitted assets ...... $121,129,631.65 | Loss on annuities .............. $14,950.11 
a ee a ee rT $108,953,828.00 | Loss on sales during 1908 of 
Surplus over all liabilities.. $5,596,651.34 | ledger assets owned Dec. 31, 
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Vivrat year loading ......csccess $25,272.13 
First year mortality salvages.. 7,159.35 


Sum of both items.......... $32,431.48 
Ratio of total first year expenses 
to above item 96.8% 
Valuation: Modified preliminary term, 
20 payment life basis. 


PENN MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 





Extracts From Statements For Year End- 
ing December 31, 1908. 


Total admitted assets ....... $99,722, 403.26 
ae $81,319,708.00 


Surplus over all liabilities... 
Premium Income: 


$3,472,033.37 


New. Renewal. 
re ae $1,629,882.38 $12,804,956.53 
aaa $1,762,024.59 $12,357,811.85 

Summary of Gain and Loss Exhibit. 
oe | $887,172.84 
Gain from excess interest ... 1,225,419.08 
Gain on mortality .......c0s 1,566,560.06 





funds and special reserves.. 1,782,485.00 
Loss on sales during 1908 of 


real estate owned Dec. 31, 
1907 


Valuation: Net level premium. 


| NORTHERN ASSURANCE COMPANY, 
OF MICHIGAN, DETROIT, MICH. 


Premium Income: 0 MN citchaeeorwccuateshcnereuses 98.49 
New. Renewal. | Loss unaccounted for ......... 43.45 

BR: cceacneman $1,911,275.43  $13,244,294.82 | Loss on sales during the year 

eae $1,858,575.59 SRANR SESE | of investments acquired since 

Summary of Gain and Loss Exhibit. } Dec. 81, 1907 .........eeeeeeeee 50.00 
ns, “GG NE ooo 0'y pcre cceieine $341,870.55 | Loss from assets not admitted.. 349.31 
Gain on mortality ....cccscccece 2,030,998.52 Loss from all other sources.. 9,763.15 
Gain from excess interest . 1,385,066.82 | ae 
Gain on surrenders and lapses 205,633.12 | We TO soi wtivcicccccse $25,254.51 
Gain on sales during 1908 of | Net increase in surplus ......... $50,569.25 

investments owned Dec. 31, Cost of New Business. 

SP 1,587.50 | First year premiums .......... $48,220.77 
Gain on investments  pur- | First year commissions ........ $24,460.96 

chased during 1908 ........ 70,136.15 | Per cent. of first premiums.. 50.7% 
Gain on investments acquired | Total first year expenses re- 

a dl ae 1,412,382.52 | MENON: (non cownuldeuk sonceewaaee $30,181.71 
Gain from assets not admitted 8,031.71 | Per cent. of first year premiums — 62.6% 
Gains from all other sources 136.30 | 

———_——- | First year loading ............. $24,110.38 
TD BI ese sicitevieceds $5,455,843.19 | First year mortality salvages .. 760.70 
Loss on annuities .......... $44,407.42 rs 
Loss by payment or credit of | Sum of both items ......... $24,871.08 
dividends to policyholders.. 2,523,721.02 | Ratio of total first year expenses 
Loss from increase in special i A TO Soon cicns kaa ee cde 121.3% 
| 
| 


PO Te 1,088.7 


Loss on real estate acquired 
prior to Dec. 31, 1907 





174,000.00 Extracts From Statement For Year End- 
a ing December 31, 1908. 


ee $4,525,702.19 | Total admitted assets ....... $191,137.15 
Net increase in surplus ..... SOCO CSE O | PUSE. POBOTFE oe icsc i cccevecscscn $67,316.79 
*Cost of New Business. | Capital paid in ........scccecee $100,000.00 ° 

First year premiums ....... $1,931,382.31 | Surplus over capital and all 


First year commissions ..... 745,111.05 | Other Mamstes ooc.eccctccwas $22,824.40 
| 
| 


Per cent. of first premiums 38.6% | Premium Income: 
Total first year expenses re- | New. Renewal. : 
DOOUEE 2 ks ics.caWtacsksdepepans WORGGURER. BORO 6. Secccvacsiwewscs's< $40,817 $55.949 
Per cent. of first year pre- POUR cncdicatinocacoues a a 
a ee oe 44.8% | Summary of Gain and Loss Exhibit. 
Gain from excess interest ....... $1,847.33 
First year loading .......... $465,646.83 | Gain on mortality................ 22,694.77 
First year mortality salvages 603,138.00 | Gain on surrenders and lapses.. 24.25 
Sum of both items ..... $1,068,784.83 | Total gains .........c.e0. $24,566.35 
Ratio of total first year ex- Ese Oth: ROGIINE inc diievccwceues $12,672.40 | 
Penses to above item ..... 80.9% | Loss from assets not admitted 4,213.58 . 
_ Loss from all other sources.... 5,221.88 
* As per Schedule ‘‘Q.” —_—_——_—_ 
Valuation: Net level premium. We CRD inc ns cd sic cwawodssé $22,107.86 
Net increase in surplus ......... $2,458.49 
MUTUAL LIFE INSURANCE COM- Cost of New Business. 
PANY, BALTIMORE, MD. First year premiums .......... $40,817.45 
— First year commissions ....... $22,593.56 
Extracts From Statement For Year End- | Per cent. of first premiums.. 55.38% 
ing December 31, 1908. Total first year expenses re- 
Total admitted assets ......... $596,132.56 MN. “S.eieidvi nd Chin cewereeeeee $31,399.08 
OO WIS 3 5 sc chinraiots cuanicdes $454,060.34 | Per cent. of first year  pre- 
Surplus over all liabilities...... $129,942.60 WOU kw ces vescincs weaeeewdes 76.9% 





Gain on surrenders and lapses 
Gain on sales during 1908 of 
investments owned Dec. 31, 


376,554.02 





BOE ace iwink eraela sae cae est 573,713.42 
Gain on investments purchased 
CE SE acaaeunccecaeess 113,632.11 
Gain on investments acquired 
ONT Oh TOD nk cee eadiaccns 502,631.12 
Gain on sales during the year 
of investments acquired 
since Dec. Gi, Wl... okics. 1,625.00 
Gain from assets not admitted 40,143.63 
Gain from all other sources.. 13,238.47 
Gain unaccounted for........ 3,502.78 
WO ID coca s osiesewcd $5,304,192.53 
Loss on annuities ........... $81,693.07 
Loss by payment or credit of 
dividends to policyholders .. 4,708,273.12 
Net to loss account ........ 7,316.84 
Loss on sales during 1908 of 
real estate owned Dec. 31, 
PEA. scantSraai secede neaw cw chiles 165.00 
| Loss on mortgages .......... 350.00 
' WORT WI sissies e'sivcseed $4,792,798.03 
Net increase in surplus ....... $511,394.50 


\ *Cost of New Business. 


: First year premiums ....... $1,518,801.19 
{First year commissions ...... $734,891.47 
Per cent. of first premiums.. 48.4% 


; Total first year expenses re- 

OPIN 5h ce wakenccaceniseess $866,652.12 
Per cent. of first year pre- 
! miums 


, First year loading .......... $404,564.24 
| First year mortality salvages 520,599.71 
' Sum of both items ....... $925,163.95 
| Ratio of total first year ex- 

penses to above item ........ 93.7% 


*As per Schedule “Q.” 


Valuation: Net level premium. 





PHILADELPHIA LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 





Extracts From Statements For Year End- 
ing December 31, 1908. 


Total admitted assets ........ $1,563,666.19 
DOO NUE. os eWisivieis cennsneacn $681,085.00 
Capited Pele I. .cccccsccvsses $560,850.00 





Surplus over capital and all 








&. 
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other liabilities .......... - $250,183.46 
Premium Income: 

New. Renewal. 

BOGE. adeadevetacessaned $204,242 $519,150 

EEE Snbinnben>cotenenet $277,363 $400,444 


Summary of Gain and Loss Exhibit. 








paid for. 

The names of the officers are given as | 
follows: President, Fred D. Doty; secre- | 
tary and treasurer, John Graydon; di- | 
rector of agencies, Giles S. Doty; super- 


| 
Gain from excess interest ..... $37,061.80 | intendent of agencies, John D. Show. | 
Gaim On MOrtallty... oc cccccccce 59,995.00 | _—___ | 
Gain on surrenders and lapses.. 2,664.48 | ROYAL ARCANUM, BOSTON, MASS. | 
Gain on sales during 1908, of We have 


real estate and other invest- 


ments owned Dec. 31, 1907.. 330.75 | 
Gains from all other sources .. 2,623.50 
WE MI cniccsicccanage $102,675.53 | 
DG OR THREE cecscccicsccees $44,494.34 


Loss by payment or credit of 


dividends to policyholders.. 39,505.63 | 
Loss by payment or credit of 

dividends to stockholders 33,611.40 
Loss from assets not admitted.. 15,428.13 

TE EN ocwinne dewnarae $133,039.50 
Net decrease in surplus ....... $30,363.97 | 
Cost of New Business. 

First year premiums ............ $204,242 
First year commissions .......... $145,898 
Per cent. of first premiums...... 71.4% 
Total first year expenses. re- 

GE < cabatteccecucshawatbucaeeen $158,788 
Per cent. of first year premiums 177.7% 
First year loading ............ $117,326.00 
First year mortality salvages.. $21,667 


Sum of both items ......... $138,993.00 
Ratio of total first year expenses 
CD BSHOVES THEM .ccccccccccces 114.2% 
Valuation: Net level, $1,504,262; pre- 
liminary term, $17,524,962; modified pre- 
liminary, $108,755. 





PURITAN LIFE INSURANCE COM- 
PANY, PROVIDENCE, R. lI. 

This is the only life insurance company 
incorporated under the laws of the State 
of Rhode Island. 
a special act, April 18, 1907, and began 
business October 7 of that year. At the 
end of the year it had written $310,500 
paid for business, representing 47 poli- 
cies. An abstract of the returns of life 
insurance companies to the insurance de- 
partment of Rhode Island dated February 
1, 1909, shows that during 1908, the com- 
pany wrote $802,434 of insurance, repre- 
senting 218 policies. 

During 1908, 5 policies ceased to be in 
force, aggregating $20,000, and _ the 
amount in force at the end of the year 
was $1,092,934. No losses were incurred 
during the year. The premiums received 
during 1907, amounted to $11,964; during 
1908, $43,320. 





QUAKER CITY LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 
We are advised that the organization 

of this company is being promoted by 

Fred D. and Giles S. Doty of Philadelphia, 

both former representatives of the Bank- 

ers Life of New York. 

It is stated the company is chartered 
under the laws of New Jersey and will 
start with a capital of $300,000, which 
will later be increased to $1,000,000 by 
means of the issuance of 70,000 additional 
shares, par value $10.00, which will be 
placed through the “stock option with 
policy” plan. The company will issue 
non-partieipating policies. Over $200,000 


| 
| 
| 
| 
| 
| 


| 


} 
| 


It was incorporated by | Surplus 


| ber 31, 





recently received a number | 
of requests regarding this order from our | 
subscribers, and therefore print below | 
its statement for the year ending Decem- | 


1908: 
Assets, December 31, 1908. 
Real estate owned .......... $45,000.00 | 
Bonds (cost value) ........ 4,940,420.21 
| Interest accrued ............ 68,401.16 | 
Cash in banks and trust com- 
panies on interest ......... 843,582.53 
PN GED: Sac enansoweeneees 2,279.34 | 
Assessments actually collected 
by Subordinate Lodges not 
yet turned over to Supreme 
Os ce eee aA 786,158.90 
We ME, avo sbecivaaceon $6,685,842. 14 | 


Less depreciation in value of 
bonds 


phweh Vesereearewee ceaecaee 160,967.71 | 
Total admitted assets ..$6,524,874.43 
Liabilities, December 31, 1908. 
Death and disability claims: 
Due and unpaid, 


Ok aes $95,598.26 
a ee ae 29,000.00 
Resisted, No. 10.. 18,000.00 
Reported, not ad- 
justed, No. 244.. 580,760.75 $723,359.01 
Salaries, rents, expenses, com- 
missions, ete., due or ac- 
GE ss earleanedti es esweb eeeaee 1,206.76 
Balances due Subordinate 
REE saunigaudinweevurweunes 329.27 
Wutel MAIMED ooo icdcccccess $724,895.04 
ReuweWan ew eobeecenwewh 5,799,979.39 | 





} 


| increased materially; 


| those shown at the end of 1907; 


{is not considered a liability, 


| if necessary, 


ssius te Devlin cen $6,524,874.43 | 1 
| the rates of the order, 
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POOPED ce icvcgavcccscccsseeve 51,059.10 
Other compensation of home 
office employes ............ 1,493.19 
Salaries of deputies and or- 
ME. caieswevawenehanasy 24,819.78 
Traveling and other expenses 
of officers, trustees and 
eee 2,626.09 
Taxes, fees and licenses ..... 1,339.90 
DL. -<ctceusa@andhs bes eahvekno’ 4,588.01 
Advertising, printing and sta- 
CE onicinucieeuneuciibinsas 8,406.14 
Postage, express, telegraph 
| and telephone .............. 5,492.91 
Official publication $17,972.63 
Expense of Supreme 
Lodge meeting - 22,266.37 
Legal expenses ..... 5,976.31 
Accrued int. pd. 
on bonds pur- 
Tn b:nkccsnddces 7,095.24 
| Other disbursements 24,490.50 77,300.95 
Total disbursements for 
WE cat.hrces d sonucleaions $7,900,405.13 


It will be noted that the assets have 
that the unpaid 
claims are less in amount than 
that the 
“surplus” has increased by over $1,200,000. 

The death losses paid were much less 
than the mortuary assessments collected. 
Most of the assets are represented by 


death 


| bonds which are of excellent character, 
{and net the order a good return. 


The so-called reserve or emergency 
fund has increased by over $1,000,000 
since the end of 1907, and due credit 


| should be given the society for its care- 
| ful management, which no doubt, helped 


to make this increase possible. The fund 
and the 
order is at liberty to use it at any time, 
for the payment of death 
claims, although for the past two or 
three years it has simply used the inter- 
st derived from said fund. On October 

1905, certain changes were made in 
the calculation 


* Additional claims made on account | being based upon the Royai Arcanum mor- 


of persons not in good standing, 
E). 


(Class | 
Income During 1908. 
Gross amount of mortuary as- 

sessments paid by members, $8,390,331.93 | 
Gross amount of per capita tax | 


OO rere 193,438.70 
Members at large 

BS cists cent $262.44 
Changes of benefit | 

GOTtIMEREO .occcecses 3,171.50 3,433.94 
Interest on mortgage loans, 


nothing, bank balances 26,742.91 | 
Interest on bonds ........... 154,935.24 
Diminishing benefits ........ 3,696.10 | 
Deposit Prov. of Quebec...... 150.00 
DE. Sacudsatandesproentatesas 5,330.51 | 
OG TOOUND kn ceccccsinveses 6,615.39 | 
Total income for year ...$8,784,674. 72 | 


Disbursements During 1908. 
Death losses paid in 
PE earvexasesaerd $7,686,748.90 
Benefit 
fees returned .. 
Salaries of officers and trustees, 
eS 65:6 500000,004 6600008 ee“n 
Other compensation of officers 
Salaries and cther compensa- 
tion of committees 


27,000.00 


4,350.00 


seer eeeee 


| age. 


| opinion, 


certificate | 
11.50 $7,686,760.40 | 


4,668.66 | Total admitted assets 


tality table. The new rates were levied 


{upon existing members at their attained 


This had much to do with making 
it possible to swell the emergency fund 
as the members were obliged to pay much 
higher premiums than formerly. In our 
however, the order did not go 
far enough, and as the mortality rate 


| increases it will quite likely be neces- 


sary for it to make more radical changes. 
The order advises us that it deems the 


|; present rates sufficient to assure per- 


manency and that “the Supreme Coun- 


| cil has no further changes of that nature 


in contemplation.” 

The amount of insurance written dur- 
ing 1908, was $17,800,500; total amount 
in force at end of the year, $497,018,341.- 
22. 





ROYAL UNION MUTUAL LIFE _IN- 
SURANCE COMPANY, DES MOINES, 
1A. 





Extracts From Statement For Year End- 
ing December 31, 1908. 

aaooue $2, 245,575.98 

BORE. SENOONES osc viavcvcccecvccs $2,005,108.00 

Surplus over all liabilities.... $194,820.59 
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Premium Income: |in addition to all profits from non-par- 


New. Renewal. business.” 
Sis. acnrmemeone Sal $167,752.65 $516,141.97 | We also referred to testimony given by 
MEE». s.ancotiedinneats $120,249.51 $480,730.80 | the company’s actuary before the Wis- 


Summary of Gain and Loss Exhibit. | consin investigating committee a few 
Gain from excess interest ...$39,103.47 | years ago. At that time the company 
Gain on mortality 63,037.22 estimated that its non-participating busi- 
Gain on surrenders and lapses 14,704.18 ness had resulted in a loss instead of a 
Gains from all other sources 

(agents’ balances) 


ee ee 





5,269.33 | 


_—__— 


The Insurance Departments of Colo- | 
rado, Connecticut, Maryland, Michigan, | 
ere $122,114.20 Minesota, Ohio and Virginia held a con- 
Loss on loading ivee sooo $59,109.98 ference and discussed this matter on De- 
Loss by payment or credit of cember 18, 1908, and S. H. Wolfe, a con- 





dividends to policyholders.. 57,360.22 sulting actuary of this city, was instruct- 
Loss by payment or credit of ed to make a special investigation of this | 

dividends to guarantee fund company to ascertain the amount of the 

SPO ccconeccecveseces 7,000.00 profits derived by the company from non- 
Loss unaccounted for ......... 714.17 | participating business, if any. On Febru- 


ary 15, 1909, they addressed a communi- 


On $124,184.37 | cation to the company stating that Mr. | 
Net decrease in surplus ........ $2,070.17 | Wolfe’s examination, so far as it had 
Cost of New Business. progressed, showed that there was no 
First year premiums .......... $167,752.65 profit available for distribution as a stock 
First year commissions........ $117,118.40 dividend, and they have demanded that 
Per cent. of first premiums.... 69.8% | the stockholders return the certificates 
Total first year expenses re- issued, amounting to $400,000, and in| 
MGM -.cuoxucoewunwesdebudient $165,711.49 cash, the amount of a 5 per cent. divi- | ‘ 
Per cent. of first year pre- dend thereon, which was recently paid 
SINE: \- so -steermiediaaaew arene uded 98.8% | to them. 
First year loading ............. $118,115.34 The Attorney General of Ohio brought 


First year mortality salvages.. $21,454.34 action to test the validity of the issue | 
some time ago. 
announces that it will be governed by | 
the decision of the Supreme Court of 
Ohio in that action. 

The questions at issue have no bearing 
| upon the financial responsibility of the 
| company. 
outset to the fact that the validity of the 

COMPANY, CINCINNATI, OHIO. | stock issued hinged wholly upon whether 

It will be recalled that in July, 1908, | there had or had not been profits in the 
the paid-in capital of this company was | stock department. The company’s ac- 
increased from $100,000 to $500,000 by ajtuary and Mr. Fackler say that there 
stock dividend of $400,000. The autho- | were large profits; Mr. Wolfe, and the ac- 
rized capital had always been $500,000, | tuaries of the various departments say 


Sum of both items ........ $139,569.68 
Ratio of total first year ex- 
penses to above item 118.7% 
Valuation: Net level premium, $1,254,- 
834: preliminary term, $18,037,100. 


| 
| 
| 
| 
| 
| 
| 





UNION CENTRAL LIFE INSURANCE 





The Ohio Department | - 


We called attention at the |“ 


compiled from data extracted from the 
records of this company. 

“ ‘Before replying to your demand, it is 
the desire of this company to review the 
work of Mr. Wolfe. Will you please 
kindly instruct him to submit to us here 
(sending them by such custodian as you 
may elect) the schedules, cards and all 
other records used by him in arriving at 
his result? 


“‘*& copy of the report of Mr. S. H. 


| Wolfe on the ‘Stock Issues of 1896,’ upon 
| which you have based your statement 
| that a loss of $173,669 was experienced, 


has not been sent to us as yet. 
forward it as soon as possible. 
“‘T am addressing a similar letter to 


Please 


, each of your associates in this matter. 


“ ‘Respectfully,’ 

“IT am awaiting response to the above.’’ 

We print below the report of the ex- 
amination of this company which was 
made by Actuary S. H. Wolfe for the 
various insurance departments mentioned 
above: 
“Hon. WILLIAM C. BLAIR, Acting In- 

surance Commissioner of Colorado. 
‘Hon. THEODORE H. MACDONALD, In- 

surance Commissioner of Connecti- 

cut. 

“Hon. BENJAMIN F. CROUSE, Insur- 
ance Commissioner of Maryland. 
Hon. JAMES V. BARRY, Insurance 

Commissioner of Michigan. 
“Hon. JOHN A. HARTIGAN, Insurance 
Commissioner of Minnesota. 
“Hon. C. C. LEMERT, Superintendent of 
Insurance of Ohio. 
Hon. JOSEPH BUTTON, 
Commissioner of Virginia. 
“Gentlemen: Under date of December 
18, 1908, instructions were issued by you 
to me directing me to examine the 
books, records and files of the Union 
Central Life Insurance Company, for the 
purpose of proving or disproving the 


Insurance 





but up to that time, only $100,000 of stock 
had been issued and paid for. We re- 
ferred briefly to the matter in our July 
issue, page 180, and discussed it at con- 


siderable length in our August issue, 
pages 192-194, inclusive. The .increase 
Was made upon the theory that the 


profits of the company on non-partici- 
pating policies amounted to $779,788, and 
that these profits belong to the stock- 
holders and could be withdrawn in cash 
if they desired to do so. Instead, it 
was decided to declare this stock divi- 
dend so that the actual cash would 
not be withdrawn from the treasury. In 
the article in our August paper, after 
printing the company’s statement re- 
garding the investigation made by its 
actuary and David Parks Fackler of 
New York, a consulting actuary, to as- 
certain the results of the operation of 
the stock or non-participating depart- 
ment, we stated: 

“The company’s statement concerning 
the profit derived from non-participating 
business is both interesting and impor- 
tant. This is the crux of the whole con- 
troversy which has arisen regarding the 
propriety of the stock dividend of $400,000. 
There can be no question that the stock- 
holders, under the company’s charter, 
are entitled to 5 per cent. semi-annually 
upon the capital stock outstanding, from 
the general funds of the company, and 


| that there was a loss. The discrepancy 
| seems to be due to certain assumed fac- 
| tors used by the Union Central and Mr. 
| Fackler in making their calculations. | 
The president of the company ad- 
dressed the following communication to 
| the insurance press, under date of Feb- 


correctness of the company’s estimate 
of the profits which had accrued to De- 
cember 31, 1907, on its stock issue. 
“Your instructions have been carried 
out, and I have the honor to submit 
herewith the results of the critical in- 
‘vestigation made of the stock issues of 





ruary 23, 1909: 1900. The results of the stock issues of 
“Gentlemen:—I have addressed the fol- 1896 are now in process of completion, 
|lowing communication under date of and at the time that this report is handed 


February 18, to each of the Insurance to you I hope to be in possession of suf- 
Commissioners: ficient information to enable you to pass 
“Hon. James V. Barry, Commissioner of jan intelligent opinion upon this group 
Insurance of Michigan; Hon. John A. | also. 
Hartigan, Insurance Commissioner of “You will recall that on December 18 
Minnesota; rion. Theodore H. Macdonald, | you (with the exception of Mr. Blair) 
Insurance Commissioner of Connecticut; | met in Cincinnati, Ohio, with the fol- 
Hon. Benjamin F. Crouse, Insurance | lowing actuaries: H. Pierson Hammond, 
Commissioner of Maryland; Hon. Joseph | Connecticut Department; Robert K. Orr, 
Button, Insurance Commissioner of Vir- | Michigan Department; S. E. Stillwell, 
ginia; and Hon. Charles C. Lemert, | Ohio Department; Isaac Davenport, Vir- 
Superintendent of Insurance of Ohio. ginia Department. 

“Dear Sir:—It was the endeavor of “As a result of that conference the in- 
this company to afford you every assist- structions mentioned at the beginning of 
ance in making the test of the issue be- , this report were issued, and the follow- 
tween us on the profits of the non-par- | ing day Messrs. Hammond, Stillwell, Dav- 
ticipating business of this company. | enport and I visited the company’s of- 
Original applications, agents’ reports, the fice for the purpose of inspecting the 
company’s records of every kind and | records and mapping the work. On De- 
character, were thrown open to you to/|cember 28 the work was actively started, 
|be used in any way you desired. Messrs. Orr and Davenport being present 

““*The conclusion of yourself and asso- | for the first day. During the course of 
ciates was based upon the report of Mr. | the work I laid the various steps before 
S. H. Wolfe, which report was in turn| the actuaries of your departments, and 
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on January 11, 1909, found that the plans 


had developed sufficiently to enable me 
to outline the proposed method of de- 
termination which would enable you to 


receive accurate results by which the 
estimates of 


the company could be 
measured. On that day I accordingly 
addressed a lengthy communication to 
the various actuaries, 


setting forth in 
detail the proposed steps leading to the 
desired conclusions, i. e., the profit or 
resulting from the particular group 
under observation. These matters are 
spread before at this time in order 
that may have a clear understand- 
ing of the participation of your depart- 
ments in the inquiry, and to realize that 
the various steps have been taken with 
the approval of their actuarial heads. 

“As a result of the critical investiga- 
tion of the stock issues of 1900, I beg 
to submit herewith the following balance 
sheet: 


loss 


you 
you 















“Balance Sheet December 31, 1907. 
Dr. 
Net value of policies.............. $655,79 
Net unpaid death claims........ 8,755 
Unpaid reinsurance premiums.... 789 
Premiums paid in advance....... 317 
Accrued premium taxes.......... 1,863 
Accrued liabilities ............... 14,769 
WO SE dave ecavesedenees $682,285 
Cr. 
Net receipts accumulated at in- 
terest 
Net value of reinsurance policies 
Met premium motes... ..scccccosss 
Net uncollected premiums........ 
Net deferred premiums........... 
Loss on 1900 issues............... 
$682,285 
“By reference to the report of E. E. 
Hardcastle, Esq., actuary of the com- 
pany, dated March 23, 1908, it will be 
observed that the estimates assumed by 
the company in its calculations have 


resulted in a profit of $72,753 on the stock 
of 1900. 


issues 


“Statement of Methods. 
view of the discrepancy 
Mr. Hardcastle’s estimates and the ac- 
tual results of this inquiry, it will not 
be amiss to have the method set forth in 
full. 

“Net Value of Policies.—By reference 
to Mr. Hardecastle’s table, it will be seen 
that the reserve on this group was $640,- 
812, which differs from the similar ac- 
count in the balance sheet by $14,980. 
This difference the reserves 
on the items Hardcastle did 
not include in investigation, as fol- 
lows: 

Reserve on 5-payment life 
z on 20-payment 


reserve 
cent. interest 


“In between 


represents 
which Mr. 
his 


enon nee $510 
life, 3 
Reserve on 25-year endowment.... 
Reserve on 10-payment 20-year en- 

dowment 


658 
654 


nahh ac anain asceiee eke aes 2,898 
teserve on child’s endowment.... 323 
Reserve on paid-up life annuity (so 
~ ae eS  ae 3,653 
Reserve on paid-up endowment.. 1,742 
Reserve on single premium, 10-year 
Pe eer eee - 4,542 
EE \cuirondceswcnsldexaweuaneewe $14,980 | 
“It will be seen, therefore, that the 


! 


; commissions 


company’s calculation for the reserve 
has been accepted, and the annuities 
(both immediate and deferred) have been 
omitted from my figures, as they were 
from Mr. Hardcastle’s. These values are 
still upon the Combined Experience 4 per 
cent. the 3% per cent. basis. not being 
used on any issues prior to 1901. 
“Net Unpaid Death Claims.—It 
found 


was 
necessary to include the following 
death losses which had accrued prior to 
December 31, 1907, but which were un- 
paid on that date: 





Number. Amount Paid. Reserve. 
212,053 $5,000 $75 
203,191 300 118 
1,000 102 
206,783 2,750 (compromise)... 
$9,050 $295 

“Unpaid Reinsurance Premiums.—This 
item needs no explanation. 

“Premiums Paid in Advance.—This 
item is less than that reported by the 
company, for it was found that credit 
has not been given in all cases for the 


premiums paid in advance. 

“Accrued Premium Taxes.—These are 
the taxes paid in 1908 upon the 1907 pre- 
mium collections at the rate paid by the 
company on its total premium collection. 

“Accrued Liabilities.—In settlement of 


the tax suits which have been brought 
against it, the company has paid $1,142,- 
293.77. After due consideration, I came 


to the conclusion that the most equitable | 


way of distributing these charges among 


the various issues would be on the basis 
of the reserve outstanding on December 
31, 1907. In accordance with this plan 


the proportional charge to the 1900 stock 
accrued is $14,769. 

“Net Receipts Accumulated at Inter- 
est.—In preparing this item the company 
Was given credit for: (a) the premiums 
which it received; (b) the commissions 
which it received; from other companies 
which reinsured its risks; (c) any recov- 
from reinsuring companies in the 
shape of death claims or surrender value. 

“The company charged with: (ay 
on the foregoing premium 
(b) reinsurance premiums 
paid by it to other companies; (c) medi- 


issues 


eries 


was 


collections; 


eal fes: (d) death losses and surrender 
values paid; (e) a proper proportion of 
the managerial expenses. 


“The record cards of the company were 
examined for the purpose of ascertaining 
the premium collections on this group 
and dates when the payments were made. 


The practice of the company in accept- 
ing fractional portions of the premium 
(in some cases very small), the balance 
being taken in the form of notes which 
were renewed from time to time, ren- 
dered this work difficult and cumber- 
some. At first it was aimed to examine 
each agent’s report and tabulate the 
commissions paid him on his business. 


After trying this for a very few hours it 
was clearly demonstrated that it would 
be impossible to pursue this method, the 
defective filing of returns and other 
causes preventing it being done. After 
consultations with the proper officers of 
the company it was found that accu- 
rate results could be obtained by assum- 


the premium was paid, and from an in- 
spection of the records I failed to find 
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an instance where the agent allowed any 
appreciable time to elapse between mak- 
ing claims for his commission 
payment of the premium. 
there should be any variance between 
the actual date when the commission 
was due and when it was paid, it is so 
small as to be absolutely negligible. 
The medical fees paid on the 190 
group were ascertained directly from the 
register, and while an_ inconsiderable 
number of 1900 issues may have 


and the 
If, therefore, 


been 


| dated back to 1899, a corresponding num- 


ber would be aid for in 1901 which would 
dated back to 1900. 

“The method of apportioning the man- 
agerial expenses was the subject of ex- 


be 


| tended investigation by the actuaries. It 


| credit 


| 





|ing that the commission was paid when | 


was finally decided to assign these ex- 
penses in proportion to the premium re- 
ceipts. This method results in charging 
the stock issues with a smaller percent- 
age than would follow if the expenses 
were divided in proportion to the amount 
of insurance. 

“The and disbursements for 
each month having been thus ascertained, 
the balances were accumulated at 
following rates of interest: During 1899, 
5 per cent.; 1900, 5; 1901, 1902, 5.1; 
1904, 5.25: 1905. 5.3; 1906, 5; 


receipts 
the 
5.25; 
1903, 5.25; 
1907, 5 
“It will be 
the 
used 


noted that these 
claimed by the 
by Mr. Hardcastle in his report 
“Other Credit Items.—All of the other 
items are self-explanatory. 
“Conclusions. 
observed from Mr. Harid- 
report that increase in pre- 
of the stock went into 
early in 1900. therefore, 
operate balances 
month, increased 
The therefore, 
as one of the test years, undoubtedly 
sulted in a 
to the 


rates 


company and 


are 
ones 


“It will be 
castle's an 
miums 
effect 
should 
each 
profit. 


business 
This, 
the 
in an 
1900, 


to increase 
and result 
selection of 
re- 
comparison most favorable 
contention. I know 
that the results herein set forth correctly 
exhibit the condition of the 1900 stock 
business. I do not mean by this that 


company’s 


no 


clerical errors exist, for it is impossible 
to deal with the thousands of calcula- 
tions contained in this report without 


having them contain 


the normal number 
of errors, especially when the items have 
been compiled from records which are in 
the condition which were found here. 
It must be understood and fully realized, 
however, that such errors are mere pri- 
variations, which are as apt to be 
in favor of the company as against the 
company, and must be clearly and un- 
mistakably distinguished from errors in 
percentage, which, stated by Mr. 
Hardcastle, ‘an error of 1 per cent. in 
the assumed rate of expense would make 
a very considerable difference in the 
results, possibly as much as $150,000. 

“It must be clearly borne in mind that 
the calculations spread before you do not 
deal with an estimate of any kind. It 
is a cold statement of dollars and cents 
taken from the company’s records and 
sworn reports, no mortality factor or lapse 
rate or expense factor or gain from sur- 
renders wee assumed. The actual pay- 
ments, both receipts and disbursements, 
were taken from the original sources, and 
in consequence these results can be con- 
fidently presented and accepted, with none 


mary 


as 





ebrt 


—_—_——— 
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| 
of the hesitation so manifest in the 
company’s estimates. 

“This report would be incomplete 
it not bring to your official attention 
magnificent assistance rendered by 
gentlemen assigned by the various de- 
partments to assist me. They have} 
worked with a zeal most commendable, 
and my thanks, and I know yours, are 
due to them in an unstinted measure. | 
The possibility of placing these results | 
before you is due to the faithful and in- | 
telligent assistance which they rendered. | 

“Respectfully, | 
“S. H. WOLFE. 
Mention should be made that | 
during the course of the examination Mr. | 
Stillwell, actuary of the Ohio Department, 
was also present one day in addition to 
the attendance indicated above.” 


did 
the 
the | 


am 


WASHINGTON LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 

In our last three issues we have dealt 
at length with the affairs of this com- 
pany, particularly in connection with the | 
contract entered into between it and the 


Pittsburgh Life and Trust Company. 
These articles will be found as follows: | 
November, page 13; December, page 31; | 
January, page 45. In the last mentioned | 
article we reported an action brought 
by a policyholder, asking for the ap- 
pointment of a receiver, and the fact that 
following numerous hearings and con- 
ferences, the assets of the Washington 
Life, removed to Pittsburg, had been re- | 
turned. 

On Wednesday, February 17, Justice 
Mitchell L. Erlanger, of the supreme 
court of New York State, announced 
that he would grant the petition, and 
ippoint receivers for the company. This 


was followed by numerous conferences 


between the counsel for the company, the 


insurance department and the attorney- 
general's office. On February 19, it was 
innounced that at the joint request of 
the new superintendent of insurance, 


Wm. H. Hotchkiss and Attorney Gen- 
eral O'Malley, Justice Erlanger had 
postponed until February 23 the settle- 


ment of the order for the appointment of 
receivers. In the interim. and at a con- 
ference on February 23, at the New York 
office of the superintendent of insurance, 
the details of a plan were worked out by 
which the superintendent has taken 


| Company. 


| Supreme 


charge of the assets and affairs of the | 
Washington Life, pending the settle-| 
ment of the suit referred to above, which 
was instituted to test the validity of the 
‘deal’ with the Pittsburgh Life and Trust 
Meanwhile, no receiver has 
been appointed, but the suit asking for 
one has not been withdrawn. 

In the original decision handed down 
by Justice Erlanger, the entire transac- 
tion was severely criticised. 

As this issue did not go to press until 
March 3, 1909, we print the following 
article, published in the “New York 
Times” of March 2, 1909, which gives the 
latest developments in this matter: 

“Justice Mitchell L. Erlanger of the 
Court handed down a _ supple- 
mentary opinion yesterday in the Wash- 
ington Life receivership which 
he expressed his entire concurrence in the 
plan worked out by Superintendent of In- 
surance William R. Hotchkiss, whereby 
all the assets which the Washington Life 
would have had on February 24 if it had 
remained an independent company, 
should be put in the hands of the Super- 
intendent as trustee. Mr. Hotchkiss is 
to hold the assets pending a decision in 


case in 


the present action, and of the questions 
whether the Pittsburgh Life and Trust 
Company, which claims to have “rein- 


sured” the Washington Life, shall be ad- 
mitted to do business in this State, 

“The opinion which Justice Erlanger 
handed down yesterday is accompanied 
by an order restraining the Pittsburgh 
Life and Trust contingent from taking 
any action whatever with respect to the 
Washington Life’s assets except to turn 
them over to the Superintendent of In- 
surance. The order declares that 
the plaintiff in the receivership case, 
William Hepburn Russell, may renew his 
motion for the appointment of receivers 
if the defendants do not take immediate 
steps to have the issues thrashed out in 
the higher courts. Mr. Russell may also 
get receivers appointed, as under the 
original order, in case anything happens 
to change the status of the assets of the 
Washington Life by the present 
ment. 

“In this supplementary opinion Justice 
Erlanger does not recede from the posi- 
tion he took in his original opinion grant- 
ing the appointment of receivers. In 


aiso 


agree- 


igreeing to Mr. Hitchkiss’s plan he says: | 


“ ‘The gravity of the situation as it ex- 
isted when the motion was argued was 
recognized by former Superintendent Kel- 
sey as well as by Superintendent Hotch- 
kiss, the latter stating to the court that 
he agreed with it in the main, that is,_as 
the facts were when presented. Immedi- 
atealy upon entering office he united with 
the Attorney General in an effort to place 
the assets of the Washington Company 
in a condition to avoid the dangers indi- 
cated by me. Their joint effort resulted 
in the defendants delivering into the cus- 
tody and placing under the sole control 
of Superintendent Hotchkiss the vast as- 
sets embraced in the merger contract of 
December 29, 1908, so absolutely and ef- 
fectively as to clothe him with substan- 
tially all the powers of a common law re- 
ceiver pending the final determination of 
the question of the validity of said con- 
tract. 

“<The object sought to be achieved by 
the motion which was granted was to 
assure protection to the policyholders 
during the trial, and surely no person 
could be named who would inspire more 


confidence among the policyholders and 
more surely protect their interests than 
the Superintendent of Insurance of the 


State of New York, especially in view of 
his statement made in open court that he 
would not declare the merger 
contract to be valid. 

‘*‘The plaintiff seems to feel, as does 
the court, that the policyholders are now 
secured against an unlawful removal or 
dissipation of the but his coun- 
sel contended when the present arrange- 
ment was effected that he should be as- 


so-called 


assets, 


sured that this condition will continue 
until the final determination of this 
action. 


"The policyholders should feel secure 


in the knowledge that the condition re- 
ferred to when this motion was decided 
shall not reoccur, and therefore the de- 
fendants should, by appeal or otherwise, 
be obliged to have the important ques- 
tions involved finally determined in this 
action without unnecessary delay; and 


if there shall be a change in the condi- 
tions from those now present, so that the 
danger to the rights of the policyholders 
heretofore existing shall reappear, the 
right is reserved to the policyholders to 
have the receiver appointed as directed 
by me, and the order should so provide.’ ”’ 
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on January 11, 1909, found that the plans 
had developed sufficiently to enable me 
to outline the proposed method of de- 
termination which would enable you to 
receive accurate results by which the 
estimates of the company could be 


measured. On that day I accordingly 
addressed a lengthy communication to 
the various actuaries, setting forth in 


detail the proposed steps leading to the 
desired conclusions, i. e., the profit or 
loss resulting from the particular group 
under observation. These matters are 
spread before you at this time in order 
that you may have a clear understand- 
ing of the participation of your depart- 
ments in the inquiry, and to realize that 
the various steps have been taken with 
the approval of their actuarial heads. 

“As a result of the critical investiga- 
tion of the stock of 1900, I beg 
to submit herewith the following balance 
sheet: 


issues 


“Balance Sheet December 31, 1907. 
Dr. 
Net value of policies.............. $655,792 
Net unpaid death claims........ 8,755 
Unpaid reinsurance premiums.... 789 
Premiums paid in advance....... 317 
Accrued premium taxes.......... 1,863 
Accrued liabilities ............... 14,769 
Dy vac cetevnccdcceees $682,285 
Cr. 
Net receipts accumulated at in- 
terest 


a eee een ee eee $622,366 
value of 





Net reinsurance policies 26,006 
Net premium notes...........ses0. 15,933 
Net uncollected premiums........ 2,244 
Net deferred premiums........... 379 
Loss on 1900 issues...........ee0. 15,357 
$682,285 

“By reference to the report of E. E. 
Hardcastle, Esq., actuary of the com- 
pany, dated March 23, 1908, it will be 
observed that the estimates assumed by 
the company in its calculations have 


resulted in a profit of $72,753 on the stock 
issues of 1900. 


“Statement of Methods. 

“In view of the discrepancy between 
Mr. Hardcastle’s estimates and the ac- 
tual results of this inquiry, it will not 
be amiss to have the method set forth in 
full. 

“Net Value of Policies.—By reference 
to Mr. Hardecastle’s table, it will be seen 
that the reserve on this group was $640,- 
812, which differs from the similar ac- 
count in the balance sheet by $14,980. 
This difference represents the reserves 
on the items which Mr. Hardcastle did 
not include in his investigation, as fol- 
lows: 

Reserve on 5-payment life 
Reserve on 20-payment 
cent. interest 


nhiveiprlpdcbunce $510 
life, 3 
Reserve on 25-year endowment.... 
Reserve on 10-payment 20-year en- 

dowment 


Aceh © aime vine ox cee apna ire 2,898 
Reserve on child’s endowment.... 323 
Reserve on paid-up life annuity (so 
MED Sksiuekounes eer eunceeonwes 3,653 
Reserve on paid-up endowment.. 1,742 


Reserve on single premium, 10-year 


CEE Fh ho hewdieso andes - 4,542 
NI no ieee baa kd $14,980 | 
“It will be seen, therefore, that the 


{commissions on 


| the 
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company’s calculation for the reserve 
has been accepted, and the annuities 
(both immediate and deferred) have been 
omitted from my figures, as they were 
from Mr. Hardcastle’s. These values are 
still upon the Combined Experience 4 per 
cent. the 3% per cent. basis. not being 
used on any issues prior to 1901. 

“Net Unpaid Death Claims.—It was 
found necessary to include the following 
death losses which had accrued prior to 
December 31, 1907, but which were un- 
paid on that date: 


Number. Amount Paid. Reserve. | 
212,053 $5,000 75 
203,191 300 118 
206,298 1,000 102 | 
206,783 2,750 (compromise)... 
$9,050 $295 

“Unpaid Reinsurance Premiums.—tThis 
item needs no explanation. 

“Premiums Paid in Advance.—This 
item is less than that reported by the 
company, for it was found that credit 
has not been given in all cases for the 


premiums paid in advance. 

“Accrued Premium Taxes.—These are 
the taxes paid in 1908 upon the 1907 pre- 
mium collections at the rate paid by the 
company on its total premium collection. 

“Accrued Liabilities.—In settlement of 
the tax suits which have been brought 
against it, the company has paid $1,142,- 
293.77. After due consideration, I came 
to the conclusion that the most equitable 
way of distributing these charges among 
the various issues would be on the basis 
of the reserve outstanding on 
31, 1907. In accordance with 


December 
this plan 


the proportional charge to the 1900 stock | 


issues accrued is $14,769. 

“Net Receipts Accumulated at Inter- 
est.—In preparing this item the company 
was given credit for: (a) the premiums 
which it received; (b) the commissions 
which it received; from other companies 
which reinsured its risks; (c) any recov- 
from reinsuring companies in the 
shape of death claims or surrender value. 

“The company was charged with: (ay 
the foregoing premium 
reinsurance premiums 
paid by it to other companies; (c) medi- 
eal fes; (d) death and surrender 
values paid; (e) a proper proportion of 
the managerial expenses. 

“The record cards of the company were 
examined for the purpose of ascertaining 
the premium collections on this group 
and dates when the payments were made. 


eries 


collections; (b) 


losses 


The practice of the company in accept- 
ing fractional portions of the premium 
(in some cases very small), the balance 
being taken in the form of notes which 
were renewed from time to time, ren- 
dered this work difficult and cumber- 
some. At first it was aimed to examine 
each agent’s report and tabulate the 
commissions paid him on his business. 


After trying this for a very few hours it 
was clearly demonstrated that it would 
be impossible to pursue this method, the 
defective filing of returns and other 
causes preventing it being done. After 
consultations with the proper officers of 
company it was found that accu- 
rate results could be obtained by assum- 


|ing that the commission was paid when 


the premium was paid, and from an in- 
spection of the records I failed to find 
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an instance where the agent allowed any 
appreciable time to elapse between mak- 
(ing claims for his commission 
payment of the premium. If, therefore, 
there should be any variance between 
the actual date when the commission 
was due and when it was paid, it is so 
smail as to be absolutely negligible. 
The medical fees paid on the 190 
group were ascertained directly from the 
register, and while an _ inconsiderable 
|}number of 1900 issues may have been 
| dated back to 1899, a corresponding num- 
| ber would be aid for in 1901 which would 
| be dated back to 1900. 
| “The method of apportioning the man- 
| 
| 
| 
| 


and the 


agerial expenses was the subject of ex- 
tended investigation by the actuaries. It 
was finally decided to assign these ex- 
penses in proportion to the premium re- 
ceipts. This method results in charging 
the stock issues with a smaller percent- 
age than would follow if the expenses 
were divided in proportion to the amount 
of insurance. 

“The and disbursements for 
each month having been thus ascertained, 
the balances were accumulated at the 
following rates of interest: During 1899, 
5 per cent.; 1900, 5; 1901, 5.25; 1902, 5.1; 


1903, 5.25; 1904, 5.25; 1905. 5.3; 1906, 5; 


» 


receipts 


1907, 5. 

“It will be 
the 
used by 


noted that these rates are 
claimed by the company and 
Mr. Hardcastle in his report 
“Other Credit items.—All of the other 
j credit are self-explanatory. 
} 
| 
| 


ones 


items 

“Conclusions. 

observed from Mr. Harid- 

that an increase in pre- 

stock went into 
1900. therefore, 

balances 


“It will be 
j castle's report 
miums of the 
effect early in 
should operate to 
each month, and result in an increased 
profit. The selection of 1900, therefore, 
as one of the test years, undoubtedly re- 
sulted in a comparison most favorable 
to the company’s contention. I know 
that the results herein set forth correctly 
exhibit 


business 
This, 
the 





increase 


the condition of the 1900 stock 
business. I do not mean by this that no 
clerical errors exist, for it is impossible 
to deal with the thousands of calcula- 
tions contained in this report without 
having them contain the normal number 


of errors, especially when the items have 
been compiled from records which are in 
the condition which were found here. 
It must be understood and fully realized, 
however, that such errors are mere pri- 
variations, which are as apt to be 
in favor of the company as against the 


mary 


company, and must be clearly and un- 
mistakably distinguished from errors in 
percentage, which, as stated by Mr. 


Hardcastle, ‘an error of 1 per cent. in 
the assumed rate of expense would make 
a very considerable difference in the 
results, possibly as much as $150,000. 

“It must be clearly borne in mind that 
the calculations spread before you do not 
deal with an estimate of any kind. It 
is a cold statement of dollars and cents 
taken from the company’s records and 
sworn reports, no mortality factor or lapse 
rate or expense factor or gain from sur- 
renders wee assumed. The actual pay- 
ments, both receipts and disbursements, 
| were taken from the original sources, and 
| in consequence these results can be con- 
fidently presented and accepted, with none 
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of the hesitation so manifest in the 
company’s estimates. 
“This report would be incomplete did 


it not bring to your official attention the 


magnificent assistance rendered by the 
gentlemen assigned by the various de- 
partments to assist me. They have 


worked with a zeal most commendable, 
and my thanks, and I know yours, are | 
due to them in an unstinted measure. | 


The possibility of placing these results 





“Respectfully, 
“Pp. S. Mention should be made that 
during the course of the examination Mr. 
Stillwell, actuary of the Ohio Department, 
was also present one day in addition to 
the attendance indicated above.” 


WASHINGTON LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 

In our last three issues we have dealt 
at length with the affairs of this com- 
pany, particularly in connection with the 
contract entered into between it and the 
Pittsburgh Life and Trust Company. 
These articles will be found as follows: 
November, page 13; December, page 31; 
January, page 45. In the last mentioned 
article we reported an action brought 
by a policyholder, asking for the ap- 
pointment of a receiver, and the fact that 
following 


numerous hearings and con- 
ferences, the assets of the Washington 
Life, removed to Pittsburg, had been re- 


turned. 

On Wednesday, February 17, 
Mitchell L. Erlanger, of the 
court of New York State, announced 
that he would grant the petition, and 
appoint receivers for the company. 
followed by numerous conferences 
between the counsel for the company, the 
insurance department and the attorney- 
general's office. On February 19, it was 
announced that at the joint request of 
the new superintendent of insurance, 
Wm. H. Hotchkiss and Attorney 
O'Malley, Justice Erlanger had 
until February 23 the settle- 
ment of the order for the appointment of 
receivers. In the interim. and at a 
ference on February 23, at the New York 


Justice 
supreme 


was 


Gen- 


eral 
postponed 


office of the superintendent of insurance, | 


the details of a plan were worked out by 
which the superintendent has _ taken 


} 
before you is due to the faithful and in- | 
telligent assistance which they rendered. | March 3, 


! 
“S. H. WOLFE. eessongl of March 2, 1909, 


This | 


con- 


| 
charge of the assets and affairs of the | 
Washington Life, pending the _ settle-| 
ment of the suit referred to above, which 
was instituted to test the validity of the 
“deal’’ with the Pittsburgh Life and Trust | 
Company. Meanwhile, no receiver has | 
been appointed, but the suit asking for 
one has not been withdrawn. 

In the original decision handed down | 
by Justice Erlanger, the entire transac- 
tion was severely criticised. 

As this issue did not go to press until 
1909, we print the following 
published in the ‘‘New York 
which gives the 
latest developments in this matter: 

“Justice Mitchell L. Erlanger of the 
| Supreme Court handed down a supple- 
| mentary opinion yesterday in the Wash- 
jington Life receivership case in which 
| he expressed his entire concurrence in the 
| plan worked out by Superintendent of In- 
;} surance William R. Hotchkiss, whereby 
| all the assets which the Washington Life 
| would have had on February 24 if it had 
| remained an independent company, 
| should be put in the hands of the Super- 
intendent as trustee. Mr. Hotchkiss is 
to hold the assets pending a decision in 


| article, 


| the present action, and of the questions 
| whether the Pittsburgh Life and Trust 
| Company, which claims to have “rein- 


sured’ the Washington Life, shall be ad- 


| mitted to do business in this State, 
“The opinion which Justice Erlanger 
handed down yesterday is accompanied 
| by an order restraining the Pittsburgh 
| Life and Trust contingent from taking 
any action whatever with respect to the 
Washington Life’s assets except to turn 
them over to the Superintendent of In- 
surance. The order aiso declares that 


the plaintiff in the receivership case, 
William Hepburn Russell, may renew his 
motion for the appointment of receivers 
if the defendants do not take immediate 
to have the issues thrashed out in 
the higher courts. Mr. Russell may also 
get receivers appointed, as under the 
| original order, in case anything happens 
to change the status of the assets of the 
Washington Life by the present agree- 
ment. 

“In this supplementary opinion Justice 
Erlanger does not recede from the posi- 


steps 


ing the appointment of receivers. In 
agreeing to Mr. Hitchkiss’s plan he says: 


tion he took in his original opinion grant- | 


“*The gravity of the situation as it ex- 
isted when the motion was argued was 
recognized by former Superintendent Kel- 
sey as well as by Superintendent Hotch- 
kiss, the latter stating to the court that 
he agreed with it in the main, that is,_as 
the facts were when presented. Immedi- 
atealy upon entering office he united with 
the Attorney General in an effort to place 
the assets of the Washington Company 
in a condition to avoid the dangers indi- 
cated by me. Their joint effort resulted 
in the defendants delivering into the cus- 
tody and placing under the sole control 
of Superintendent Hotchkiss the vast as- 
sets embraced in the merger contract of 
December 29, 1908, so absolutely and ef- 
fectively as to clothe him with substan- 
tially all the powers of a common law re- 
ceiver pending the final determination of 
the question of the validity of said con- 
tract. 

“*The object sought to be achieved by 


the motion which was granted was to 
assure protection to the _ policyholders 
during the trial, and surely no person 


could be named who would inspire more 
confidence among the policyholders and 
more surely protect their interests than 
the Superintendent of Insurance of the 
State of New York, especially in view of 
his statement made in open court that he 
would not declare the merger 
contract to be valid. 

‘*The plaintiff seems to feel, as does 
the court, that the policyholders are now 
secured against an unlawful removal or 
dissipation of the assets, but his coun- 
sel contended when the present arrange- 


so-called 


ment was effected that he should be as- 
sured that this condition will continue 
funtil the final determination of this 


action. 

“The policyholders should feel secure 
in the knowledge that the condition re- 
ferred to when this motion was decided 
shall not reoccur, and therefore the de- 
fendants should, by appeal or otherwise, 
be obliged to have the important ques- 
tions involved finally determined in this 
action without unnecessary delay; and 
if there shall be a change in the condi- 
tions from those now present, so that the 
danger to the rights of the policyholders 
heretofore existing shall reappear, the 
right is reserved to the policyholders to 
the receiver appointed as directed 


by me, and the order should so provide.’ ”’ 
| 


| have 





INSURANCE COLLECTIONS. 





have failed. 





NSURANCE LAW is extremely complicated, and successful work ir: collecting insurance claims re- 
quires not only a full knowledge of the law but also an intimate knowledge of the debtor concerns. We 
are specialists in both. Our Collection Department has collected hundreds of claims after all other efforts 


COLLECTION DEPARTMENT. 


ALFRED M. BEST COMPANY, Incorporated, 


100 William Street, New Yerk City. 
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Local Agents’ Card Index Outfit 





Cabinet made of Golden Oak, carefully finished and in appearance 
and convenience is second to none. 


in three sizes, 3x5, 4x6 and 5x8. Drawers are all eleven inches long 


Made in 1, 2, 4 and 6 drawer styles 


2-drawer Cabinet (as per cut) 
1,000 Expiration Card 

1 set Monthly Guides 

1 set Daily Guides 

10 Guides for year 


5-27 


Agents desiring to use one drawer of this Cabinet for expirations 
and the other to keep an alphabetical record of the lines of the assured, 
can easily do so and can order assured’s line cards at 50c per 100, $1.50 
for 500 or $2.25 per 1,000. These will be shipped in same package as 
Cabinet if ordered at the same time. A 25-subdivision alphabetical index 
will be included for 30c. You will need this index for this system. 

Cash with order. If not satisfactory may be returned. 


BROOME MANUFACTURING COMPANY : 


PERU, INDIANA 
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